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@ No matter what your interests, no matter what your Ba 
responsibilities may be, if they concern taxation and bust- 
ness law, you will find them well served, effectively and : 
continuingly, by one or more of the great family of CCH 
TOPICAL LAW REPORTS. Represented here are Ca 
some of the specialized CCH Reporters in the field of Su 
business law. Un 
Hour after hour, and day after day, telegraph, tele- | 
phone, teletype, and fast mail pour a steady stream of 
new laws. amendments, regulations, rulings, decisions, 1 
and the like, into the editorial offices of Commerce Clear- . 
ing House. 
Hour by hour, day after day. this vital news, this Di 
important factual information, transformed into efficient Ite 
working tools is rushed into the hands of subscribers all Re 
over the country through pertinent issues of the more Ot 
than one hundred fifty CCH Reports. 
Thus, Commerce Clearing House Topical Law Reports, 
by consistently meeting specific business and professional 
needs everywhere, have established a recognized symbol. om 
For everywhere now the initials “CCH” mean speed, 
dependability, and completeness. 
GE 
Write for details on these Reporters or F. 
others in fields of particular interest to you. 
J. 
. OMMERCE. CLEARING, HOUSE, INC.. se 


PUBLISHERS OF TOPICAL LAW REPORTS 


214 N. MICHIGAN AVE. 522 FirTH Ave. 1329 E STREET, N. W. 
CHICAGO 1 NEw YORK 36 WASHINGTON 4 
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Condensed Statement of Condition, June 30, 1952 


Cash on Hand, in Federal Reserve Bank. and Due from Banks and Bankers $ 
ee er ee ee ae ae ee eee oe ee 755.3 14,385.82 


1,397,599,413.36 


U.S. Government Obligations —. 
Loans and Bills Purchased . . . 
Public Securities . . : 
Stock of Federal Reserve — 
Other Securities and Obligations 
Credits Granted on Acceptances ; 


Accrued Interest and Accounts Rece alle 


Real Estate Bonds and Mortgages . 
Bemk Premives. 2. «© s+ 5s s+ @ 


Total Resources . 


Capital , 
Surplus Fund 
Undivided Profits 

Total Capital Funds 
Deposits. . i ae ac « 
Foreign Funds eaninsnieil — 
Acceptances . . . 


Less: Own Acceptances He ld oe caiinialia ae ae 


Dividend Payable July 15, 1952 


ltems in Transit with Foreign Branches 


Reserve for Expenses and ‘Taxes 
Other Liabilities . .., ..-. 
Total Liabilitie- 


Assets carried at $2 


J. LUTHER CLEVELAND 
Chairman of the Board 


GEORGE G. ALLEN - Chairman of the Board, 


Duke Power Company 


F. W. CHARSKE Chairman, Executive 
Committee, Union Pacific Railroad Company 


Chairman of the 
Board 


J. LUTHER CLEVELAND 


W. PALEN CONWAY 


CHARLES P. COOPER President, 
The Presbyterian Hospital 
in the City of New York 


WINTHROP M. CRANE, JR. Chairman 
of the Board, Crane & Co., Inc., Dalton, Mass. 


STUART M. CROCKER Chuirman of the 


Board, The Columbia Gas System, Inc. 
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Guaranty Trust Company 
of New York 


140 BROADWAY 
New York 15 


RESOURCES 


77,770,465.76 in the above 
fiduciary powers, to secure public moneys as 


WILLIAM L, 


MADISON AVENUE ar 60TH STREET 
New York 21 


BRUSSELS 








Ce hediad 


. . ~ . . . . * . 


$ 65,584,367. 14 
ST to ae 9 000,000.00 
e & Be 67,341,914.49 
13.002,738.17 
15,173.080.56 

















13,541,156.04 183,643,256.40 Pe 
. . . . . 8.371. 147.20 ie 
Se ct at ee 
: : ‘ $3.0! 199,578.614.59 i 
LIABILITIES 5 é 
~ $100,000,000.00 
A 200.000.000.00 
82.184.2 18.20 
; $ 382,184.218.20 
i ; ; 2,.624.548.347.54 
; et ire ee ec 525.000.00 Be & 
$ 15.568.396.17 be : 
1.892,695.75 E> Bs 
$ 13.675.700.42 e i 4 
3.500,000.00 Ee: re 
1.778,190.54 ee 
23.320,360.66 ‘ E 
, 10,046,797, 23 52,321 018.85 : bony 
- + ee + + $3,059,578,614.59 a 
-tatement are pledged to qualify for 
required by law, and for other purposes. : 


714,650,111.81 
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KLEITZ 


President 


THOMAS P. 
Vice-President 


DIRECTORS 


JOHN W. DAVIS of Davis Polk Wardwell 


Sunderland & Kiend] 


CHARLES E. DUNLAP President, 
The Berwind-White Ccal Mining Company 
GANO DUNN President, 
The J. G. White Engineering Corporation 


WALTER S. FRANKLIN President, 
The Pennsylvania Railroad Company 

LEWIS GAWTRY 
CORNELIUS F. KELLEY Chairman of the 
Board, Anaconda Copper Mining Company 
WILLIAM L. KLEITZ 


CHARLES S. MUNSON Chairman of the 
Board, Air Reduction Company, Inc. 


President 


Member Federal Deposit Insurance Corporation 


JERMAN 


—— a 


ALFRED R. THOMAS 
Vice-President 


WILLIAM C, POTTER 
GEORGE E. ROOSEVELT of Roosevelt & Son 


CARROL M. SHANKS President, 
The Prudential Insurance Company of America 


EUGENE W. STETSON Chairman, Executive 
Committee, Illinois Central Railroad Company 


KENNETH C. TOWE President, 
American Cyanamid Company 


THOMAS J. WATSON Chairman of the Board, 
International Business Machines Corporation 


CHARLES E. WILSON Trustee, 


The Ford Foundation 


ROBERT W. WOODRUFF Chairman, 
Executive Committee, The Coca-Cola Company 
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The Fi 
e First National Bank | 
of Chic 
Statement of Condition June 30, 1952 
ASSETS Pos 
Cash and Due from Banks ‘ $ 611, 742,626.82 Tap 
United States Government Obligations . 768, 898, 186.09 
Other Bonds and Securities 122, 431,191.98 Cor 
Loans and Discounts ; 1,060,084, 122.71 Gif: 
Real Estate (Bank Building) A ‘ 2,092,957.79 Al 
Federal Reserve Bank Stock A : 5, 400,000.00 . 
‘ ’ ° 4s } 
Customers Liability Account of Acceptances P ‘ 3,288, 724.16 , 
Interest Earned, not Collected . ‘ ‘ ‘ ‘ 7,062, 806.96 
Other Assets “ . ; 1,338, 024.62 Bot 
$2,582, 358,641.13 
acai Sid 
LIABILII IES 
Capital Stock . ; ‘ e ‘ ‘ 90) ,000, 000,00 Me 
Surplus ‘ ; ° ° . . ‘ 90), 000, 000.00 T 
Other Undivided Profits. - 3 7! . 2,654, 820.34 ” 
Discount Collected, but not Karned ‘ ‘ ‘ m 1,898, 824.37 
Dividends Declared, but Unpaid. ‘ ‘ i ‘ 1,800, 000.00 
Reserve for Taxes, etc. ‘ . ; 23, 380,790.91 
Liability Account of Acceptances . : ; ‘ 3, 820,611.56 
Time Deposits ~ 4 $ 178, 207, 540.51 Mc 
Demand Deposits 1,671, 175, 042.01 
Deposits of Public Funds ‘ ; 219,399, 826.08 2,368, TRO, 108.55 
Liabilities other than those above stated 3185.40 CU 
eC 
$2, bez, 338, 041.15 Tru 
United States Government obligations carried at 3764 369,664.00 are pledged Tru 
to secure United States Government and other public deposits, trust G. § 
deposits, and for other purposes as required or permitted by law. . 
Silv 
Board of Directors Tru 
Epwarp E. Brows Hucuston M. M¢ Balin Louris Wart ve 
Chairman of the Board Chairman of the Board, President, Uni 
Leorotp E. BLock Marshall Field & International Minerals 
Honorary Chairman, Company & Chemical Corp- 
Inland Steel Company BentLey G. McCioub Aupert H. WETEN 
J. D. FARRINGTON Banker President, = 
resi “*hicag ‘ 3 Wetten ¢ Co, 
ee ee Co Pacific Harry C. Murrey A. H = 
at iC — - ; President, Chicago» Harry A. WHEELER 
— senyeny Burlington & Quincy Banker 
James B. ae R. R. Co. C, J. Waierte P. | 
Vice-Chairman of the z * a 
Board JAMES Norris Chairman of the Board, Wu 
“ae i President, Hibbard, Spencers 
WALTER M. HEYMANN Norris Grain Co. Bartlett & Ce. M. 
Vice-President Ts 
Henry P. Isham James F. Oates, JR: n> ead | 
President, Clearing In- Chairman, ‘Ison & McIlvaine No 
dustrial District, Inc. The F eoples Gas Light Ropert E. WILSON T. 
james S. KNOWLSON and Coke Co. Chairman of the Board, 
“Chairman of the Board JOHN P. OLESON Standard Oil Company F. 
and President, Banker (Indiana) S. 
Stewart- Warner Corp. R. DouGLas STUART Ropert E. Woop 
Homer J. Lis INGSTON Vice-Chairman, Chairman of the Board, 
President Quaker Oats Company Sears, Roebuck and Co. 
Me 
MEMBER FEDERAL Deposit INSURANS t RPORAT Pp 
Add presti 
stige to your bank 
ee ee name. W , : - 
og ch owe g Travelers eens a ars “sy Firet National Su 
ach check, witho s, your bank name is pri 
. , ut c . ne 1S prin 
you publicity world-wi harge. This adds presti " _— 
i, orld-wide. You als ge and gives 
Chicann It’s good business t ae the entire sales pa Tm 
icago Travelers C ene ” andle First Nationa ? : enc 
s Checks. Call, or write us, | Bank of an 
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Cover Picture . . . New Hampshire farming 
scene, one small segment of the vast bus- 
iness of producing, processing, and distribut- 
ing food for 150 million people. At least 
half of the 3,000 trust institutions in the 
United States are in direct touch with the 
farmer, and some have done outstanding 
work in promoting modern methods of soil 
conservation, reforestation, diversification of 
crops and sound farm financing. Reports 
show that Common Trust Funds, for ex- 
ample, hold common stocks of 36 different 
companies in the food and tobacco indus- 
tries, with 18 additional corporations ap- 
pearing in the preferred section of the 
portfolio. Food and tobacco exports from 
the United States annually amount to about 
two billion dollars. Farm mortgage debt 
figures show that, besides governmental as- 
sistance, insured commercial banks are lend- 
ing a billion dollars to farmers, and life in- 
surance companies hold loans amounting to 
over a billion. Thus at the one extreme trust 
institutions and life insurance companies are 
helping to build the nation’s economy and 
health, while at the other they assist the 
individual beneficiary to enjoy, as consumer, 
the fruits of a friendly earth. 


Photo by A. Devaney, Inc., N. Y. 
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A Different Insurance Plan 

I was particularly interested in Mr. 
Haiman’s suggestion (Mar. p. 191) on the 
settlement option to be used in the case 
of a widow who, in 1936, at age 38 and 
with an 8 year old daughter, was left a 
general estate of some $50,000 and 
$100,000 of life insurance. Mr. Haiman 
pointed out that the interest, by keeping 
the insurance principal intact, would be 
$3,000 per year whereas under the life 
income option, 20 years certain, the 
widow would receive $5,000 per year. 

Mr. Haiman indicates that the widow 
could maintain herself and her daughter 
with the income from the interest and 
the $50,000 general estate. With such an 
income she would have a Federal income 
tax of at least 27% on the $3,000 in- 
terest, thus leaving only a net of ap- 
proximately $2,200. 

I recently had a much smaller estate 
in the case of a widow, age 53. I arranged 
a settlement along the lines hereinafter 
indicated. For simplicity, I will use the 
facts in the case outlined by Mr. Haiman. 

In his case, I would have used the 
life income option, 20 years certain. I 
would then have the widow use the 
$2,200 per year which she would have 
received after taxes, under the interest 
option. With the $2,800 remaining I 
would insure her life for $100,000 on 
the whole life plan. Under this plan, the 
widow would continue to have the same 
amount of money available for current 
living expenses. Should she die within 
one year of the death of her husband, 
should would leave her daughter not only 
the $100,000 that had come to her from 
her husband but in addition the com- 
muted value of the life income contract. 
As she grew older, the commuted value 
would grow less but the dividends on 
her policy would, if left to accumulate 
at interest or on the paid-up addition 
plan, pay her daughter still more than 
$100,000. At no time would the amount 
available for the daughter upon the 
widow’s death be less than $100,000. 


This $100,000 or more coming to the 
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child would escape estate administration 
expenses and delays in settlement, would 
permit the money to be set up on a 
variety of options suitable for the child 
and would permit a guaranteed life in- 
come to the child, free of income taxes. 
A contingent beneficiary could be named 
to receive any commuted value that 
might still be available at the death of 
the daughter and, in New York, the 
daughter would have the benefit of the 
estate tax exemption of $100,000 where 
the policy is paid to a named beneficiary. 
William J. Lamont, 

Counselor at Law 

and former Underwriter 


Newburgh, N.Y. 











e GROUP PLAN FOR TRUST DEPARTMENTS 


e CENTRAL INVESTMENT ADVISORY OFFICE — 
SOUND IDEA 









maximum protection. 


information 


highest quality. 


vision. 


712 Provident Trust Building 
Philadelphia 3, Penna. 


Seven member banks have reported favorable 
reaction of National and State Bank Examiners 
to the Group Plan service. There were probably 
many more such instances among the fifty banks 
cooperating with the program, because every 
phase of the service was planned according to 
the soundest trust practices and designed to give 


All advice is backed by supporting factual 
good evidence of prudence. 


Securities among corporate bonds, preferred 
and common stocks suggested for use are all of 


A quarterly written report on issues in the 
Guidance List is assurance of constant super- 


e BANK EXAMINERS APPROVE AND COMPLIMENT 


The relationship between banks and the cen- 
tral statistical and investment advisory office 
implies no delegation of authority. 

24 Federal Street 
‘Boston 10, Mass. 





Why No Common Trust Fund 


When I talked with you at the Mid- 
Winter Trust Conference about some of 
the reasons we had not established a 
JYommon Trust Fund I promised to write 
you setting forth these reasons. 

For some time we have thought the 
stock market high. A great many of our 
smaller trust accounts which we wofld 
want to put into a Common Trust Fund, 
if adopted, hold common stocks which 
were purchased at the lower levels and, 
therefore, show some favorable apprecia- 
tions. In order to put these accounts in 
a Common Trust Fund it would be neces- 
out these common stocks. 


sary to sell 





This service is worthy of the serious considera- 
tion of departments where a complete investment 
department is not feasible. 


Address inquiries to our Philadelphia office. 


STUDLEY, SHUPERT & CoO. 


Investment Counsel 


The profits realized, of course, would be 
subject to capital gains taxes. It doesn’t 
seem logical at this time to sell these 
stocks, incur and pay a capital gains 
tax, and then turn around and reinvest 
in a common trust participation into 
which probably would be purchased some 
of the same common stocks. 


Most of our “fears” may be classified 
as somewhat akin to problems in public 
relations. Assume a $60,000 trust came 
to us, all in cash, possibly from an un- 
funded life insurance trust. Assume fur- 
ther our committee concluded to put 
it all in the Common Fund. Three or fou 
years go by, the trust terminates and 
we must liquidate so that cash will be 
available for distribution. If in the mean- 
time the market has become unfavorable 
and the stock portfolio is down consider- 
ably, we might distribute, say $50,000. 
The chances are these beneficiaries would 
not be conversant with the intricacies of 
a common trust fund but wopld never 
forget that we received $60,000 and paid 
out $50,000. Therefore, we feel that the 
necessity of having to pay out in cash 
might be bad. If, on the other hand, we 
had high grade 
it is much easier for these beneficiaries 
to understand that though the market 
is down on these particular items, they 
are excellent investments and they might 
be quite willing to hold them, at least 
until the cycle swings marketwise. 


some common stocks, 


By the same token beneficiaries come 
in from time to time to talk about their 
trust. Quite naturally they want us to 
pull out the review so that they can take 
a look at the assets. Suppose we show 


a $50,000 investment in the Common 
Trust Fund but again the market is 


down. The beneficiary doesn’t feel that 
he or she has any interest in any par- 
ticular asset of the Fund, but knows that 
their account shows a loss. Again, where 
the account holds certain high grade com- 
mon stocks, it seems much easier to ex- 
plain. 

Assume that the account has appreci- 
ated in value rather than depreciated. 
Nevertheless, we question the advisability 
of delivering all cash to the beneficiaries. 
We believe it would be more difficult to 
get the fund back into trust. In other 
words, the beneficiaries will want to 
“nick” the cash somewhat, and our feel- 
ing is, we may not be serving the best 
interests of our beneficiaries by deliver- 
ing cash. 

We are familiar with the many good 
arguments in favor of a Common Trust 
Fund and we believe from our own stand- 
point it would be quite a time and labor 
saver. That immediately brings up the 
question, however, of whose 
should first be served. 

The above questions have merely 
caused our committee to conclude against 
a Common Trust Fund at this time. 

A Midwestern Trust Executive 
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EDITORIAL... 
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TRUST INVESTMENT POLICY 


MONG THE MYRIAD DUTIES OF A TRUSTEES JOB, it is 
reel of the first importance to keep in mind the 
investment objectives of the particular account. as well as 
the general requirements of the fiduciary function. The 
performance and promise of the earning assets constitute 
the core of responsibility and source of income. No matter 
how legally right or technically correct one may be, it is 
investment results that count with beneficiaries. 

After many centuries of application and development of 
the trusteeship role, no immutable method of safeguarding 
the trust res has been found. There is no one changeless 
policy by which protection of values can be assured, but 
only principles refined out of the crucible of experience 
under wide swings of the pendulum. Even the “safest” types 
or places of investment, even the most profitable enterprise, 
will suffer or gain market-wise in some relation to the over- 
all security picture. Inflation, simultaneous. with exceptional 
militarily-stimulated production and payrolls, has helped 
the stock market to successive new highs, and aggravate 
the question of price reaction to a diminution of either force. 

Counterbalancing factors, such as the _ inflated-dollar 
measurement of security prices, corporate asset and surplus 
build-up, tax—or debt—reduction with government econo- 
mies, etc. temper the decision, especially when the alternative 
is a low yield from bonds. 


The courts generally hold corporate fiduciaries to a 
higher degree of responsibility and better than average pru- 
dence, if not performance, than they expect of a lay trustee 
or investment manager. But they cannot and do not expect 
omniscience, infallibility or performance against basic 
trends. Nor would any thoughtful trustor or beneficiary 
expect super-human results — if they were given a better 
understanding of investment markets and proper trust 
objectives. In view of current uncertainties, it would seem 
most appropriate to review, with beneficiaries (or trustors 
of living trusts) the bases on which investment of their 
account must be predicated. 


When a new account comes to the trustee’s office, one of 
the first prerequisites to a happy relationship is the appre- 
ciation that said trustee is not infallible. Some trust com- 
panies receive frequent compliments on their handling of 
an account, have few or no squabbles or misunderstandings 
with beneficiaries and get much business from recommenda- 
tions of satisfied customers—as well as continuing business 
from distributees—while others spend much time in costly 
and often heated conferences and find personal contacts 
so unpleasant as to be avoided by making access difficult. 
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Strangely enough, it is not, apparently, so much a matter 
of the percentage of yield as it is a matter of attitude of the 
trustee. The beneficiary who receives a processed list. or 
bookkeeper-type statement, and no other recognition that he 
is anything more than an account number, can hardly be 
expected to have a warm, friendly feeling toward his trustee, 
even if the income is a whole percentage point above some 
“average” by which he may gauge the results. And if he 
develops a fondnes for some market index which bears no 
relation to trust conventions or principles, he may_ well 
consider his return far from satisfactory. 


On the other hand, when a trust officer or other profes- 
sional trustee or investment agent goes out of his way to 
show consideration and to discuss objectives with his prin- 
cipal, a man-to-man understanding usually results, and a 
confidence is bred that is worth more to both parties than 
can be measured by the difference of a point on the ticker- 
tape or in the current yield; provided, of course, that the 
trustee is doing a good job. Inquiries among trust customers, 
as well as among prospects, show a lack of understanding of 
trust investment principles and practices that can cause more 
trouble than the best investment prophet can avoid. It 
simply does not make sense for a trust institution, for ex- 
ample, to spend the major portion of its outgo for security 
analysis, study and review, and then fail to realize on their 
investment in Investment by an impersonal and seemingly 
disinterested attitude. The facts and figures are there but the 
personal touch is needed. 


Perhaps the big city trust departments are dealing with 
financially sophisticated trustors, but even they must find 
the average beneficiary to be less than an expert on fiduciary 
law and procedure. True, it is more difficult to contact com- 
muters and globe-trotting businessmen or the haute monde, 
but surprising results might follow the personal letter or 
phone call inviting an unknown or recalcitrant beneficiary 
to drop in for a chat on any question concerning his ac- 
count; for after all, it is his money! The day is past when 
trustmen can think they are doing their job by playing 
jockey to a highly-polished mahogany desk and signing 
copies of accounting or bookkeeping records that pose as 
reports, forgetting the meaning of the word “personal” in 
personal trust service. Rather, friends and recruits and 
spokesmen for professional fiduciary services would be 
gained by even an annual vis-a-vis between stakeholder and 
client, discovering the common nature of the goal, and 
not only doing a good job, but what is equally important: 
getting credit for it. 
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IN THE NEWS 


Insurance Trust and Estate 
Planning Council Activities 





>> 


Connecticut: The newly elected off- 
cers of the Life Insurance and Trust 
Council are: 


President Henry 
E. McCone (trust 
officer Hartford 
National Bank and 
Trust Co.); 
president John S. 
Gaines III, C.L.U. 
(New York Life) ; 
treasurer Frank S. 
Brainard (Mutual 
Benefit Life); and 
secretary Walter H. Clapp 
trust officer, Union & New Haven Trust 
Co.). 

Chicago: Officers for the coming year 
were elected at the annual meeting of 


vice 





HENRY E. MCCONE 


(assistant 


the. Life Insurance and Trust Council 
on June 27th, as follows: 
President Willi- 


am QO. Heath (vice 
president Harris 
Trust & Savings 
Bank): vice presi- 
dent Roland OD. 
Hinkle. C.L.U. 
(Equitable Life As- 
surance) : Treasur- 
er Rollin B. Mans- 
field (assistant 
vice president, First National Bank) ; 
secretary Raymond B. Anthony ( Equit- 
able Life Assurance). 





W. O. HEATH 


Retiring president Joshua B. Glasser 
(Continental Assurance) reported that 
during the year 31 new members were 
invited and approved for membership, 
bringing the total to 231, consisting 60 
per cent of life underwriters, 24 per 
cent trustmen, 12 per cent attorneys, 
4 per cent accountants and estate plan- 
ners, with one actuary and one insur- 
ance professor. Mr. Glasser cited the 
Council’s unique record of having had 
six of its members chairman of the 


Million Dollar Round Table. 


Louisville: The name of this group 
has been changed from Louisville Life 
Insurance and Trust Council to Estate 
Planning Council of Louisville. Officers 
chosen for the coming year are: 


President Bart A. Brown (vice presi- 
dent, Citizens Fidelity Bank & Trust 
Co.); vice president W. Ray Moss, 
(general agent, Moss & Moss); and 
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secretary-treasurer Asa W. Fuller (as- 
sistant vice president, Liberty National 


Bank & Trust Co.). 


Detroit: The Life Insurance and Trust 
Council held its annual golf party and 
dinner on June 24th. 


El Paso: The role of the attorney in 
estate planning brought to a close the 
series of discussions on the respective 
functions of the four groups constitu- 
ting the Estate Planning Council. Speak- 
er on that topic at the June 17th meet- 
ing was Richard H. Feuille of the local 
Bar and a director of the Council. 

Richmond, Va.: The annual meeting 
of the Life Insurance and Trust Coun- 
cil on June 9th was addressed by Wil- 
liam L. Zimmer, III, on recent changes 
in Federal and State tax laws. 

Newly elected officers are: 

President Thomas J. Headlee (vice 
president & trust officer, Bank of Com- 
merce & Trusts): vice president Jewel 
W. Tyson, C.L.U., (Massachusetts Mu- 
tual Life); secretary Fred H. Bunnell, 
C.L.U., (New England Mutual Life) ; 
and treasurer Jack H. Baskerville (vice 
president & trust officer First & Merch- 
ants National Bank). 

Seattle: At a special meeting of the 
Life Insurance and Trust Council on 
June 18th, A. M. McNickle, vice presi- 
dent of Fidelity Trust Co. of Pittsburgh, 
made his well known presentation gn 
trust development and _ solicitation. 

A A & 

Illinois Trust Earnings Off 

Trust departments of Illinois state 
banks showed a slight decline in trust 
earnings during 1951 as compared with 
the previous year, according to official 
figures. The recent total was $6,162,448, 
down approximately $20,000 or less than 
4/10 of one per cent. 
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Trust Fee Schedule Adopted | 
in Alabama | 


A detailed schedule of Recommended 4 
Charges for a broad range of fiduci. | 
ary activities was adopted by the Trust | 
Division of the Alabama Bankers Asso. | 
ciation at its annual meeting on May . 
22nd. Prepared after long study by the | 
Committee on Uniform Trust Practices, | 
under the chairmanship of Guy Faulk, | 
Jr.. trust officer of The Merchants I 
tional Bank of Mobile, the recommended |} == 
schedule covers trusts (living. testamen. | 
tary, life insurance, business insurance, | 
ing agencies, custodianships. managing | 
agencies (these three being defined gen. 
erally ), escrows. corporate trusts of 
various types, transfer agencies and 
registrarships (the latter three broken 
down in considerable detail). 


pension and profit-sharing), safe-keep. | 
No fees are set forth for executorships 
and administratorships, as these are 
fixed by the Probate Court. Charges for 
acting as agent for executor or admini- 
strator are the same as those allowed | 
the latter by the court. Illustratively, the 
charge for living or testamentary trusts 


5 of 1% of 


charge 


‘ 


is 5% of income plus | 
principal, and a_ termination 
based on the work involved in distribu- 


ting the assets. 


; 
} 
' 
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12th District Earnings Up 


Preliminary figures published by the 
Federal Reserve Bank of San Francisco 
indicate that trust departments in the 
Twelfth District produced gross earnings 
of $16,300,000 during 1951, a gain of 
six percent over the previous year. Total 
bank earnings were up 12%. 





BANK HOST TO LAW SENIORS 
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At luncheon during all-day trust and estate planning program conducted May 2lst by 
the The First National Bank of Atlanta for nine of the leading seniors at University of 
Georgia Law School. Success of meeting may lead to similar programs for other schools. 
Seated (1. to r.) Robert C. Westbrook; Miss Ethleen Lasseter, asst. trust officer; Joseph 
J. Gaines; George Stelljes; Professor James J. Lenior; N. Baxter Maddox, vice president 
and trust officer. Standing: Benjamin L. Wineberg, Jr.; Allen Post, attorney; Clyde E. 


Quickel, trust officer; J. Ben Moore, trust officer; Bates Block, attorney; Paul 
O’Connor; David P. Hulbert; Chauncey M. De Pew; Wilton D. Harrington; Wilbur 
C. Owens, Jr. 
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Fiduciaries Financial Service 


This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends Maintenance of Complete Estate 
and Interest and Income Tax Records 

Handling of Security Preparation of Schedules for 
Sales and Purchases use in Court Accountings 

Stock Transfers Depositary under Court Order 


You are cordially invited to write Personal Trust Department, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 


BANKERS TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 








POST-MORTEM OF 


< oo Ss Yrade 


A “Willful”? Drama 


of a Jolly Testator who drew his own Will 


By PAUL B. SARGENT, Esq. 


Boston, Mass. 


ScENE: Nearly any Probate Courtroom 


THE Cast: 
Presiding: Judge of Probate Court 
Register of Probate 
Court Appointed Guardians ad Litem 
Court Officer 
Litigants 
Nephew: Jasper Selfmade 
Widow: Shirley Selfmade 
Mother: Isabel Selfmade 


(Scene opens with Judge and Register coming in and standing behind 
the Bench. Everyone stands.) 
' 


Court Officer: Hear ye, Hear ye, Hear ye, All persons having 
anything to do with the Probate Court in and for the 
County of Somewhere in the Commonwealth of Massa- 
chusetts, draw nigh, give attendance and ye shall be 
heard. God save the Commonwealth of Massachusetts. 
Court is open. 

(Pause) —Quiet in the Courtroom. 
Register: The list will now be read. 
Jolly v. Jolly - - - - - response 
Precious v. Precious - “off the list” 
Vital v. Vital - - - “off the list” 
Estate S. Simon Selfmade -  -response 
Are there any informal matters? 
(Three of the attorneys line up before the Bench and talk 
in inaudible tones with the Register and the Judge. Papers 
are signed, etc. and they return to their seats.) 

Register: Here are the papers, your Honor. Will counsel in 
in the S. Simon Selfmade matter step up to the Bench. 

(The 9 attorneys and 2 guardians ad litem rise and go 
forward. ) 

Judge: I take it the only thing before me today is the Petition 
for Special Administration. 

Widow’s attorney: May it please the Court, I filed a few 
days ago a Petition by Mrs. Selfmade for a widow’s allow- 
ance. She has been left by the decedent without any funds 


This script is based on the dramatization of a mock courtroom 
scene presented by a notable cast of probate officials and attor- 
neys before the April joint meeting of the Boston Life Insurance 
and Trust Council and the Boston Chapter of Chartered Life 
Underwriters. In it are shown the sad results of more than half 


a hundred mistakes, confusions and omissions most frequently 
found in home-made wills. In an epilogue, a “correct’”’ will was 
offered for probate, but is omitted here lest someone see this 
who would still have the audacity to try to make his own will. 





Stepson: Hilary Highstepper 
Chauffeur: Harold Horsefly 
Employee: Stanislaw Stedfast 
Brother: Hardleigh Selfmade 
Sister: Susan Selfmade 
‘Dr. Abel Healer 

Children: Simon, Jr. and Tyron 


A Third Child named Justine Knight- 
cap Selfmade (born June 1, 1951) 


PROLOGUE 


When a festive occasion your spirit 
unbends, 

You should never forget the profes- 
sion’s best friends; 

So we'll send around the wine and a 
light bumper fill 

To the july testator who makes his 
own will. 


~ 


From the broad, beaten track when 
the traveler strays, 

He may land in a bog or be lost in 
a maze; 

And the law, defied, 


when will 


avenge itself still 


On the man and the woman who 
make their own will. 


—Lord Neaves 





for current expenses and as her husband always paid cash 
she finds it difficult to buy even groceries on credit. 

Judge: Is it not our practice, Mr. Henderson, that widow's 
allowances are granted only after the filing of a probate 
inventory ? 

Register: That is our rule, your Honor, but in emergencies 
we have made exceptions. 

Widow's atty.: Your Honor, I have here a schedule of the 
decedent’s property and other information made up from 
data pretty well agreed upon by the various counsel. | 
hope your Honor will accept it as a temporary inventory. 
exercise your discretion and grant the widow sufficient 
funds to provide herself and the children with the 
necessities of life while this estate is being litigated. It 
may be six months, a year or even longer before the 
question of probate is decided. 

(Hands Exhibit “B” to the Judge—see page 486.) 

Judge: Let us proceed with the petition for Special Ad- 
ministration and I will decide during the hearing whether 
I can properly act upon the widow’s petition at the same 


time. Mr. Dolan, I understand you represent the nephew, | 


Jasper Selfmade, who is petitioning for appointment as 
Special Administrator, and I will hear you first. 


Nephew’s atty.: Your Honor, this petition has been made 


necessary for several reasons: (1) Under the rules of this 


court a 90-day citation on the probate of the Will is 
required — and thus nearly a 4 months’ delay — because 
the decedent made a bequest of his guns to a resident of | 
Africa; (2) there is no power in any one to continue the 
business of the testator and it is essential that some one | 


be given immediate authority to carry on, particularly | 


as the products of the business — and perhaps the business | 
itself — are of a perishable nature; and (3) an appear 
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EXHIBIT “A” 
WILL OF S. SIMON SELFMADE 


I, S. Smmon SELFMADE, of Sometown, in the County 
of Somewhere and Commonwealth of Massachusetts. 
do make this my will. 

First: I direct that my just debts and funeral 
expenses be paid. 








SeconD: I give all my guns to my father-in-law, 
DeaDL_y DULL, now living at Sharpers Citadel, Cairo, 
Egypt. 

TuirpD: I give my Cadillac automobile to my chauf- 
feur, HAROLD HorseFLy, and $2,000. in cash. 

FourTH: I give my books, jewelry, furniture, tools, 
and all my other personal effects to my mother, ISABEL 
SELFMADE. 

FirTH: I give the sum of $10,000. to STaNnisLaus 
STEDFAST, if he is in my employ at my death; also I 
forgive his indebtedness to me. 












SIXTH: I give my 4-story business building at the 
corner of Hide and Seek Streets, Sometown, to my 
brother, HARDLEIGH SELFMADE. 

SEVENTH: I give to my sister, SUSAN SELFMADE, 
the sum of $5,000. or my 50 shares of Standard Oil 
stock. 

EicHTH: I give to my stepson, HiLary HIGHSTEP- 
PER, of Greenwich Village, New York, such sum of 
money as shall be shown as a balance by my personal 
check book at my death, and I hope it won’t be much. 











NinTH: I give my business known as SELFMADE 
PERISHABLES Co. to my nephew, JASPER SELFMADE, 
on condition that when any son of mine reaches 2] he 
gives him a substantial interest therein. 

Tentu: I direct the sum of $25,000. be set up for 
my children, S. Stmon SELFMADE, Jr. and Tyron 
SELFMADE, the income to be paid to each child until 
he reaches 21, when he is to receive the principal. 










ELEVENTH: I give the sum of $10,000. to my friend, 
Dr. Apet HEALER, it being my desire that he spend 
it for such charitable purposes or worthy individuals. 
including some I have told him about, as he may decide 
upon. 







TweLrtH: I give all the rest and residue of my 
net estate, after all proper deductions, to my wife, 
SHIRLEY SEL?MADE, and after her death I want every- 
thing that is left to go to my children, Srmon, Jr. and 
Tyron, equally. 








THIRTEENTH: I appoint my said nephew, Jasper 
SELFMADE, as administrator of my estate, and if he 
does not survive me I appoint the Bic Booster Bank. 
It is my hope and belief that it will not be necessary to 
employ an attorney in the settlement of my estate and 
it is with this in mind that I have made this will so 
clear. concise and complete. 

Executed in triplicate this 15th day of June, 1949, 
before the persons named below. 

S. Simon Selfmade 











Witnesses 
Prudence Prim 
Hazel Horsefly 
Partleigh Selfmade 
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ance has been entered against the Will 
by the widow, and I understand that Mr. 
Sears as guardian ad litem is probably 
poing to join forces with her — at least 

to a limited degree. My client was named (\\ Us 
by the decedent to administer his estate. — us 
He is an entirely suitable person to be 
Special Administrator to preserve the 
estate and he should be appointed, 
especially as he is the specific legatee of the testator’s 
business, the continuance of which is one of the chief 
reasons for Special Administration. 






NEPHEW 
JASPER 
SELFMADE 


Judge: If this were a corporation or a partnership there 


wouldn’t have been this problem of getting court approval 
to continue it. That is one of the weaknesses of proprietor- 
ships, especially where the testator fails to give specific 
authority in his Will to carry on the business. As to the 
appearance against the Will, I’d like to ask Mr. Sargent 
why the widow is objecting to the allowance of the Will. 
I see by Paragraph Twelfth thereof that she takes the 
entire residue of the estate (pausing) or at least a life 
estate therein — it, well, is a bit ambiguous. 


Widow’s atty.: Your Honor, it is so ambiguous that we 


haven’t any way of knowing whether there will be any 
residue. You see — 


Judge: Just a minute. Here is a Will which the testator evi- 


dently thought was simple and direct, not even requiring 
an attorney to settle the estate, and look at what I have 
before me, a galaxy of counsel, and I know none of you 
have a habit of wasting your time on inconsequential 
questions. Miss diPersio, why are you here? 


Mother’s atty.: Your Honor, I represent the decedent’s 


mother. In the Will she was given her son’s books, jewelry, 
furniture, tools, and all his personal effects. But there 
has never been any love lost between the widow and her 
mother-in-law, and my client feels that her son by the 
words “personal effects” meant her to have all the house- 
hold furnishings except the things that were given to her 
son and his wife as wedding presents. Most of the furnish- 
ings in the home originally came from Mrs. Selfmade, 
Sr.. and her family and she wants them back. After all, 
this was the wife’s second marriage, and my client feels 
her daughter-in-law ought to be satisfied with the wedding 
gifts and what she received from her first husband — 
whom she divorced. You will note that her son by that 
marriage is mentioned in Paragraph Eighth of the de- 
cedent’s Will. 


Judge: You mean the bequest that reads, “I give to my 


stepson . . . such sum of money as shall be shown as a 
balance by my personal check book at my death . . . and 
I hope it won't be much.” 


Widow’s atty.: The terrible truth, your Honor, is that Mr. 


Selfmade sold several securities just before his death and 
hadn’t yet reinvested, so the day he died there was a 
balance in that account of $17,561.27. 
It is obvious the testator made that be- 
quest pretty much as a slap at the step- 
son, a hopeless ne’er-do-well who has 
been a leech on the Selfmades. The de- 
cedent never expected there would be 
more than a few hundred dollars in the 





account. WIDOW 
Judge: Well, he asked for it. Suppose his suabuane 
485 








balance as shown in the check book had been different 
from what was actually in the account. Some people don’t 
always record their deposits or withdrawals until a day or 
so later, if at all. Or he might have had more than one 
personal checking account. 


Nephew’s aity.: My client tells me his uncle would turn over 
in his grave if he knew what had happened. 


Stepson’s atty.: 1 represent the stepson, Mr. Hilary High- 
stepper, and he is entitled to every cent of it. The testator 
made a bequest in absolutely clear language and the law 
requires that it be carried out. His expressoin of hope 
that it won’t be much is wholly immaterial and irrelevant. 
I might also say, your Honor, that we don’t care who is 
appointed Special Administrator, or Executor either, so 
long as we get our $17,561.27 — and we are going to 
get it. 

Widow’s atty.: Don’t be too sure. This time your client 
may not be so successful at getting the cup to the lip. 
There’s a little thing called incorporation by reference 
of a non-existing document at the date of the Will. That 
might sink you. 

Stepson’s atty.: Not if it is a fact of independent significance. 

Judge: Gentlemen — we are not going to try the merits of 
this matter tonight. Miss diPersio, do I understand you 
object to Jasper Selfmade’s appointment as Special Ad- 
ministrator. 


Mother’s atty.: Yes, your Honor, Jasper has never been 
friendly to Mrs. Selfmade, Sr. and he has already told 
her he doesn’t think she can claim her son’s motor boat 
as one of his personal effects. If Jasper is appointed she 
feels she will not have a fair chance to see what of his 
personal effects may be in his office as Jasper will not 
“open the door and let her in.” She feels strongly, and I 
agree with her, that her rights will be better protected by 
the appointment of some outsider. (Pause) Oh, yes, I have 
just been reminded that one of the things troubling my 
client most is that her son had in his cellar 6 cases of 
Champagne — very old Champagne, I might add - 
and the widow won’t let her have even one bottle of it, 
though it’s perfectly clear all of it comes within the mean- 
ing of “personal effects.” 


Judge: Well, you may be right, but it’s not something he 
carried on his person — or I assume he didn’t. Those 
words “personal effects” often present troublesome ques- 
tions. Mr. Schnare, whose torch are you carrying in this 
case? 


Chauffeur’s atty.: | represent the chauffeur, Mr. Harold 
Horsefly, to whom the decedent left $2,000. and a Cadillac 
automobile. Unfortunately Mr. Selfmade died with a 
Buick, having turned in the Cadillac some months ago, 
and I am having difficulty explaining to my client why 
he is not entitled to the Buick. He has been 25 years with 
Mr. Selfmade and all during that time the decedent 
promised to leave him his car. 

Judge: Well, at least he will get the $2,000 — that is if the 
Will is allowed. 


is still “in the employ.” 


made pensioned him two years ago, and some one has 
already raised the question of whether one on a pension 





EXHIBIT “B” 


INFORMATION ABOUT DECEDENT’S FAMILY AND 
PROPERTY 


S. Simon Selfmade died April 10, 1952 at the age of 55, a 
resident of Sometown, Massachusetts, leaving as his heirs his 
widow, Shirley Selfmade, age 44, and his three children, Simon, 
Jr., age 17, Tyron, age 14, and Justine, 9 months old. He also 
left behind his mother, Isabel Selfmade, a brother Hardleigh, 
an unmarried sister, Susan, a nephew, Jasper Selfmade, and 
Jasper’s son, Partleigh. Jasper has been employed by the dece- 
dent in his business for over 10 years. 


The decedent’s property at his death consisted of the follow- 
ing: 
Approx. Value 
$ 25,000.00 


Residence in Sometown 


Summer Home in Maine 8,000.00 
Tangible contents of both houses 5,000.00 
(Claimed by widow) 
Buick automobile 3,500.00 
Motor boat in Maine 2,000.00 
Securities 100,000.00 
2 acres of land and old building at Hide and 
Seek Streets, Sometown 50,000.00 
(Mortgaged for $20,000) 
Life Insurance (Payable under 10 yr. C. and C. 
Options) 60,000.00 


Personal checking account 


17,561.27 
Sub-total $271,061:27 


Selfmade Perishables Co. 
(Book value 


Average 5 yr. net annual earnings 


$110,000. 
30,000. Uncertain 
Grand Total 4 





Chauffeur’s atty.: There is a catch in that too, your Honor. 
You will note that one of the witnesses to the Will is 
Hazel Horsefly, who happens to be my client’s wife. (Mr. 
Schnare throws up his hands) 

Judge: So under our statute the Will is all right but he loses 
his legacy because his wife witnessed it. 

Chauffeur’s atty.: | am afraid so, your Honor, unless we 
can escape, as I hope we can, on a technicality that my 
client married his wife Hazel within two years from the 
time his first wife divorced him, which under our laws 
might make his marriage to Hazel illegal. I think he would 
prefer a mistress to a wife rather than miss out on the 
$2,000. 

Judge: Does he object to Jasper’s appointment as Special 
Administrator? 

Chauffeur’s atty.: Yes, your Honor, he sides very definitely 
with the widow. 

Judge: Maybe that is his best chance of getting the Buick. 

Who is next? 
Mr. Cohn, you represent the employee, Mr. Stedfast, and 
his is at least one bequest that looks all right. We see 
that kind of a legacy quite often to an employee, made on 
condition of his being in the decedent’s employ at his 
death. 


Employee’s atty.: The trouble is, your Honor, that Mr. Self- 










MOTHER 
ISABEL SELFMADE 






Judge: Well, that’s a new one. We sometimes have difficulty 
when the testator makes a gift to a person in his employ 
and then later incorporates his business. but it seems a 
little far-fetched to try and deprive this chap of his legacy 

(Continued on page 529) 





STEPSON 
HILARY HIGHSTEPPER 
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FEDERAL 
INCOME TAXATION 
OF PARTNERSHIPS 


by Paul Little 


** Federal Income Taxation of Part- 
nerships, by Paul Little, satisfies 
a long-time need for an up-to- 
date and comprehensive treatise 
on partnerships under the federal 
income tax laws. It covers what is 
currently the most elusive phase 
of federal income tax law. Little’s 
book is no mere collection and 
digest of cases. It explores part- 
nership tax problems to the limit, 
reviews theories in problem areas, 
and represents a major contribu- 
tion to tax literature for which tax 
practitioners and government 
officials should be grateful... The 
author understands the problems 
he discusses. Mr. Little’s well- 
written work should ease the task 
of everyone who has to cope with 
a phase of income tax law which 
is more difficult than the tax as- 
pects of corporate reorganization, 
and that is saying something.” 
Randolph E. Paul 


“We congratulate Mr. Little for 
his thorough and analytical trea- 
tise on the most complex subject 
in the tax law. All tax lawyers 
will surely welcome this useful 
and provocative work.” 
Jacob Rabkin 
Mark H. Johnson 


469 pages $12.50 
oastuainsinitemenninitiinnbenien * aiiniiniaiatanaineneaimniaadisas 


SCOTT ON TRUSTS 
by Austin W. Scott 
With new 1952 Supplement 


For all concerned with trust ques- 
tions — lawyers, judges, and banks 
— Scott on Trusts is assurance of the 
best source of authority. It gives 
complete coverage and thorough 
understanding of the subject. It 
has been prepared by an outstand- 
ing writer and teacher in the field. 
It is accepted by the Bar and con- 
stantly cited by State and Federal 
courts. And it is kept to date 
regularly by pocket Supplements. 


4 volumes $50.00 
1952 Supplement only, $10.00 














































Little, Brown & Company 
Announces 


DRAFTING WILLS AND 
TRUST AGREEMENTS 
Administrative Provisions 


by Gilbert T. Stephenson 


ready in August 
over 500 pages $10.00 


* 


Practical is the best word to de- 
scribe this manual of suggestions 
and of suggested forms on draft- 
ing the “working” provisions of 
Wills and all types of Trust 
Agreements. It is in every way 
the mature product of Mr. 
Stephenson's experience as a 
lawyer, trust officer, writer of 
books and articles, and lecturer at 
The Graduate School of Banking and many law schools. 





Among the features which should make this book an everyday 
guide for all lawyers and for trust officers, life insurance men, and 
estate planning specialists are: 


Point-by- point analysis, based on the firsthand examination of a 
vast number of Wills and Trust Agreements, of the provisions 
that are required to make modern instruments work — provisions 
covering investments, management of businesses, insurance, taxes, 
accounting, fiduciary’s compensation, and many others. 


Actual clauses and sample instruments illustrating the desirable 
types of provisions relating to the various administrative problems. 


Clear text explanation of the purpose and scope of the specific 
provisions, with suggestions as to special situations. 


MAIL COUPON TODAY 


LITTLE, BROWN & COMPANY 


34 Beacon St., Boston 6, Massachusetts 





Please send me the titles checked below: 


[] DRAFTING WILLS AND TRUST AGREEMENTS, $10.00 
[] FEDERAL INCOME TAXATION OF PARTNERSHIPS, $12.50 
(1) Scott ON Trusts and 1952 Supplement, $50.00 
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Tax Clauses and Considerations in 


Drafting Wills and Trusts 


Avoiding the Second Tax 


Avoiding the “second tax” is im- 
portant to the estate owner who utilizes 
the marital deduction and to the one 
who does not. The first will want to 
plan so that the non-marital deduction 
portion will not be taxed again when 
the wife or other primary beneficiary 
dies. The estate owner who does not 
utilize the marital deduction will want 
to avoid the double payment of taxes— 
once at his death, and again at the death 
of the primary beneficiary. Both owners 
will also want to avoid an unnecessary 
duplication of probate proceedings and 
expense. 


If the second tax is to be avoided, 
certain principles must be observed. 
Whereas for the marital deduction sub- 
stantial control must be given to the 
wife over the marital trust, the reverse 
is true with respect to a trust used as 
the medium for avoiding the second tax, 
whether the beneficiary be the wife, a 
child, or another individual. Thus, the 
second tax** will be invoked if the bene- 
ficiary is given the right to alter, amend, 
revoke or terminate the trust, or to in- 
vade or withdraw corpus. If the bene- 
ficiary is also a trustee, invasion rights 
should be denied him, and such rights 
should be exercised only by other dis- 
interested co-trustees.** For example: 


A Trustee who is also a beneficiary here- 
under shall not have and shall not ex- 
ercise any power, authority or discre- 
tion under this paragraph in connection 
with any payments to be made to him 
under the provisions hereof. All such au- 
thority and discretion shall vest in and 
be exercised by the other Trustees. 


Apportionment of Taxes 


The burden of the federal estate tax 
is upon the estate, subject to the right 
of the executor to seek contributions 
from certain classes of beneficiaries. 
The state inheritance tax burden is usu- 
ally upon those who inherit. As a prac- 


For the effect of state death taxes, see Tracht- 
man, op. cit., note 12, supra, p. 46. 


4N. Y. U. 8th Ann. Inst., pp. 300, 302. 
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tical matter, however. the burden of 
both taxes falls upon the estate because 
ultimate distribution either cannot be 
made, or is rendered very difficult, un- 
less the tax is paid. In any event, unless 
proper provisions are made for the pay- 
ment of the federal tax, the burden 
thereof may disrupt the testator’s gen- 
eral plan of disposition. 


Many states have apportionment laws 
which, in the absence of contrary direc- 
tions, control the apportionment of fed- 
eral taxes.*5 If the apportionment stat- 
ute, without qualification, becomes op- 
erative, the maximum marital deduction 
cannot be obtained, because it is com- 
puted with respect to the adjusted gross 
estate, which is determined prior to 
taxes. Therefore, if the maximum mari- 
tal deduction is desired, the taxes must 
be paid from the non-marital portion 
of the estate. The apportionment statutes 
would require the marital portion to 
bear its burden of the tax. 


An example of a tax clause for a will 
providing for the marital deduction and 
waiving all rights of contribution is: 


I direct that all estate and inheritance 
taxes due by reason of my death shall be 
chargeable against my estate generally, 
provided, however, if my wife shall survive 
me, said taxes shall be paid by the Execu- 
tors solely from that portion of my estate 
designated as the Non-Marital Portion (or 
as the Residuary Portion). I hereby waive, 
on behalf of my estate, any right to re- 
cover from any person, including any 
beneficiary of insurance upon my life, 
any part of the taxes so paid.?6 


In the event it is necessary to be- 
queath an estate asset free of taxes, e.g., 
a business interest, and yet provide for 
apportionment of taxes among other 
takers, the bequest could be couched 
in the following terms: 


2N. Y. U. 8th Ann. Inst., p. 291. 


26See alternative clause, suggested by Trachtman, 
op. cit., note 12, supra, p. 52. Neither the clause 
in the text nor cited in this footnote should be used 
without fully appreciating that they place upon the 
residuary estate the full burden of all taxes that 
may be imposed on inter vivos transfers, life insur- 
ance, government bonds payable at death, joint 
property and property covered by powers of ap- 
pointment. Consideration should also be given to 
local law which requires personalty to be exhausted 
before realty in paying charges against the estate. 








I give and bequeth all of my shares of 
the common stock in the Acme Manufac- 
turing Company to my son, George, and 
he shall be relieved fronr all taxes con- 
nected with or caused by this bequest, 
and from any apportionment of death taxes 
hereinabove required.*7 


Tax Contribution Clauses 


If an inter vivos trust taxed in the 
estate of a decedent is to bear its burden 
of the estate tax, the will might read: 


If at the time of my death there shall be 


in force and effect the Smith Family 
Trust, an inter vivos trust created on 
July 15, 1948, and whereof I am _ the 


Trustor, and if the cerpus of said trust 
shall be estate for tax 
purposes, the Executors are expressly au- 
thorized to from the Trustees of 
said Smith Family Trust the proportionate 
inheritance taxes at- 


included in my 
receive 


share of estate and 
tributable to the corpus in said trust. 


The inter vivos trust might cover the 
situation, as follows: 
If the this trust shall be in- 


cluded in the of the Trustor for 
the purposes of any inheritance, estate or 


corpus of 
estate 


transfer taxes, and such tax is levied or 
assessed thereon, the Trustees shall pay 
such proportion of such tax or taxes which 
the corpus of this trust taxed in the estate 
of the Trustor bears to the total of his 
estate so taxed. 


A suggested clause for placing the 
burden of taxes on the donee of a gift 
made in contemplation of death is: 


Any increase in taxes resulting from in- 
clusion in my taxable estate by virtue of 
the tax laws, of any property which would 
otherwise not be considered as part of it, 
shall be borne entirely by the beneficiaries 
of such inclusion. Therefore, I hereby 
direct the apportionment of federal estate 
taxes and state death taxes to the end 
that the beneficiaries of my true estate 
shall pay no more than the taxes which 
would be payable in the absence of such 
inclusion.?8& 

State Tax Problems 


Intangible property may be subjected 
to state taxes not only in the state of 


“Adapted from Pap, “Estate Tax Apportion- 
ment,”’ 89 TRUSTS AND ESTATES 232 (1950). See 
also, Reidy, “‘Apportionment of Estates Tazes,” 
88 TRUSTS AND ESTATES 623 (1949). 


Suggested by Pap, op. cit., note 27, supra. 
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domicile but also in the state of situs. 
Thus, in appropriate situations the 
draftsman might suggest consideration 
of a change in investment program or 
of domicile in order to avoid the dangers 
of multiple taxation. Great care must 
also be exercised with respect to the 
appointment of a foreign trustee lest 
the trust corpus be subject to personal 
property taxes in the state of the trus- 
tee’s domicile.”® 


Some states have no inheritance taxes. 
Thus, Florida, Georgia, Alabama and 
Arkansas impose only such taxes as 
are necessary to absorb the maximum 
credit under the federal estate tax laws. 
Nevada imposes no death taxes whatso- 
ever. Two states have already adopted 
the marital deduction principle: New 


York and California. 


Charitable Remainders 


After provision is made for the se- 
curity and welfare of dependents, the 
remainder could go to charity tax free. 
The money saved by such reduction of 
taxes would be available for investment, 
and the income for the wife increased 
accordingly. However, if the charitable 
remainder is to be deductible, the 
amount thereof must be readily ascer- 
tainable. Thus, where the principal of 
the trust can be invaded for the bene- 
ficiary, there must be some standard 
wherewith to measure the amount of in- 
vasion. If no standard is provided, it 
will be assumed that the entire corpus 
is expendable and that there will be 
nothing left for charity. To permit in- 
vasion for the “happiness” of a wife is 
so indefinite as to defeat the deduction 
of the charitable remainder.*° 


It is possible to use a charitable re- 
mainder with a marital deduction trust 
with respect to which a wife has been 
given a power of appointment. Thus, 
the instrument could provide that if the 
wife did not fully exercise the power, 
the corpus remaining at her death would 


‘be distributed for charitable purposes. 


Under such circumstances, the amount 
that actually remained for charities at 
the death of the wife would not be taxed 
in her estate. And, it will also have 
escaped tax at the death of the husband, 
because the marital deduction applied. 
Under state laws charitable deduc- 
tions are sometimes permitted only with 
respect to domestic charities. Therefore, 
in order to carry out the estate owner’s 
wishes, it might be necessary to direct, 
in the will, the creation of a new chari- 


*®Greenough v. City of Newport, 67 S. Ct. 1400 
(1947). 


®%°Shattuck, op. cit., note 16, supra, p. 298. 
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United States Crust Company 
of New York 


STATEMENT OF CONDITION 
June 30, 1952 


ASSETS 


Cash and Due from Banks . . . . .. . . . $ 33,879,400 
Loans and Discounts . . . ee eee 63,674,240 
United States Government Obligations a 72,155,016 
State and Municipal Obligations . . . . .. . 7,141,935 
Other Bonds . . . ee ae 2,570,603 
Stock of the Federal an Sieh. : i 840,000 
Real Estate Mortgages . . ¢ oe 4 5,381,105 
Accrued Interest and Other ——eo ioe ae : 709,676 
es +. «és a. +e ee Sle 1,400,000 


Sae..s s&s = - + $187,751,975 
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Surplus Fund. . ... . - 18,000,000 
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Total Capital Funds . . ...... =... +. $ 30,915,587 
Pe, ss aoe ee ok He a oe oe 
General Reserve. . . . . ey eee ee oe 1,604,293 
Reserved for Taxes, Interest _" Expenses . . . . 1,450,320 
Unearned Discount. . a a> ge ge 1 al 33,396 
Dividend Payable July 1, 1952 we eh ; 350,000 
ee, ow eae ta “cee we ae oe 24,277 
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table foundation or trust, which will 
qualify under state law. 


Renunciation of Power 


Under some circumstances it may be 
desirable for a wife to expressly re- 
nounce the power of appointment and 
thus permit the appointive property to 
pass directly to the children (to charity 
or to others) under the instrument cre- 
ating the power. Such renunciation may 
be expressed as follows: 


I hereby expressly elect not to exercise 
any power of appointment which may have 
been granted to me by my husband and 
which I may have at the time of my death, 
whether such power has been granted to 
me in the Last Will and Testament of 
my husband or in any other instrument, 
trust, (insurance policy or annuity con- 
tract) which he may have executed or to 
which he may have been a party. 


_A question may arise as to the source 
of funds wherewith to pay the wife’s 
estate taxes or the property covered 
by the renounced power of appointment. 
The Trustee under the husband’s will 
could be given discretion to pay all or 
part of the taxes that may be imposed 
upon the wife’s estate. The exercise of 
such discretion could be limited with 
respect to time and amount.*! 


In some cases, it may be desirable to 
provide that the takers of property sub- 
ject to the wife’s taxable power of ap- 
pointment shall pay the federal estate 
tax with respect to their portions. If 
the wife’s will is silent as to the appor- 
tionment, I. R. C. Sec. 826(d) would 
require such takers to reimburse the 
wife’s executor. But such right of re- 
imbursement is waived if a broad tax 
payment and waiver clause, as the one 
presented above, is used. Therefore, the 
tax payment clause should be modified 
to provide that the right of reimburse- 
ment from such takers is not waived. 


Survival and Common Disaster 
Clauses 


While the Revenue Act of 1948 pro- 
vides** that a survival clause will not 
defeat the marital deduction if the sur- 
vival period is limited to six months, 
and if the wife actually survives such 
period, yet, if the wife does die within 
the six months, the marital deduction 
will be lost. In each case, therefore, it 
must be determined whether it is more 
important to have the marital deduction, 
or to avoid the complications, burdens 
and expense of two, perhaps simultane- 
ous, probate proceedings. 


*“1Edmonds, op. cit., note 13, supra. 


21.R.C., §812(e) (1) (D). 
Reg. 105, sec. 81.47b(d). 
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Conventional common disaster clauses 
would also defeat the marital deduction 
if death so occurs. Similarly, the uni- 
form common disaster statute in force 
in many states would defeat the deduc- 
tion. 

Conventional language such as “as a 
result of a comon disaster” is now par- 
ticularly vulnerable. The Regulations** 
provide that the final audit of a dece- 
dent’s return will be delayed as long 
as “there still is a possibility” that the 
wife may die as a result of injuries 
received in the common disaster. If the 
wife lingers for many years, not only 
will the marital deduction be lost, but 
the second estate may be denied a de- 
duction for property previously taxed.** 


The effect of the uniform common 
disaster statute may be overcome by 
inserting a “presumption clause” which 
will become operative if the true order 
of deaths cannot otherwise be estab- 
lished by sufficient proof. Such a clause 
is permitted by the Regulations.** It 
could read as follows: 


If my wife and I should die as a result 
of a common accident or calamity or 
otherwise under such circumstances as 
to render it doubtful whether my wife or 
I died first, it shall be conclusively pre- 
sumed for the purpose of this will that my 
wife survived me.3® 


Disclaimer 


Because of the marital deduction, the 
possibility of disclaimer by a wife as- 
sumes importance.** It is a means 
whereby, after death, the amount of 
estate taxes can be, to an extent, con- 
trolled. The draftsman is, however, con- 
fronted with the question of whether 
the right to disclaim shall be provided 
for in the instrument, and whether the 
right shall be partial or whole. The 
granting of a right to disclaim partially 
might be construed to be a power of 
appointment and the property covered 
may be taxed to the wife. 


It might, therefore, be wiser not to 
grant a partial power, or if it is granted 
as such, and disclaimer takes place, the 
property covered should pass to a class 
of beneficiaries, or to a charity, which 
will be excluded from a taxable power 
of appointment. But, since the right of 
disclaimer exists by virtue of the laws 
of most states, the better practice might 
be to avoid any mention of the right 


*Trachtman, op. cit., note 12, supru, p. 62. 

Reg. 105, sec. 81.47a(a). 

See Schwartz, “Common Disaster Clauses,” 88 
TRUSTS AND ESTATES 604 (1949). See also clause 
suggested by LeFever, “The Marital Deduction,” 
89 TRUSTS AND ESTATES 707 (1950). 

377._R.C., §812(e) (4); Reg. 105, sec. 81.47a(e). 
See also, N. Y. U. 8th Ann. Inst., pp. 306, 322, 344. 


of disclaimer but to provide for the 
disposition of the property in the event 
the wife does disclaim. 


Children and Marital Deduction 


If the entire estate is to be held in 
trust for the wife, and yet it is necessary 
to make special provisions for the chil- 
dren, the payments for the children 
must be taken from the non-marital 
trust, because the entire marital trust 
must be for the and 
benefit of the wife. An example of an 
education clause which takes this into 
consideration is as follows: 


exclusive use 


The Trustees are hereby expressly author- 
ized and instructed to expend out of the 
corpus of Trust Two (the non-marital 
trust) but not out of the corpus of Trust 
One (the marital trust), a sum not to 
exceed One Thousand ($1,000) Dollars 
per year, as in their sole discretion may 
be necessary for the education of a child 
during the time he shall be in attendance 
at a college or university. 


Authority to File Joint Returns 


Because it may be necessary for an 
executor to file a joint return with the 
surviving wife, both for income and 
gift tax purposes, it would be advisable 
to grant him such power. An example 
of such a clause is as follows: 


] authorize and empower my executor to 
join with my wife in the filing of any 
federal income tax returns for any year or 
years for which I have not filed such return 
or returns prior to my death, and to pay 
such ratable share of any taxes due there- 
on as my executor shall deem proper. I 
further authorize and empower my execu- 
tor to consent to any gifts made by my 
wife as being made half by me for the 
purposes of the federal gift tax law. The 
exercise of such authority and power by 
my executor shall be final and conclusive 
and not subject to question by any person 
interested in my estate.38 


Conclusion 

The problems which confront the 
draftsman are as myriad as the com- 
plexities of the tax law itself. There 
are no standard, stereotyped solutions. - 
For each situation, the tax considera- 
tions must be blended into a sound 
legal instrument and a good, workable 
program. 


Suggested by Edmonds, “Probate Problems Un- 
der Marital Deduction,’’ 88 TRUSTS AND ESTATES 
631 (1949). 
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Trusts Up in Oregon 

Trust assets administered by the three 
trust institutions in Oregon as of Decem- 
ber 31, 1951, totalled $16,683,933, accord- 
ing to word from Superintendent of 
Banks A. A. Rogers. This marks a gain 
of approximately 12 per cent over the 
1950 figure of $14,850,488. 
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Trusts Majors at The Graduate School of Banking’s annual summer session on the campus of Rutgers University, June 16-28. 


BURGESS GIVES G. S. B. STUDENTS POLITICAL ADVICE 


UR GREATEST SIN AS A NATION is 
() that we don’t pay attention to 
politics often or consistently enough. 
This warning by W. Randolph Burgess. 
chairman of the Economic Policy Com- 
mission of the American Bankers Asso- 
ciation, was given before the Graduate 
School of Banking. Rutgers University, 
June 20, which had a record enrollment 
of 1.053. Mr. Burgess is chairman of 
the executive committee of The National 
City Bank of New York. 
former A.B.A. president. 


Urging his audience to participate 


and is a 


as individual Americans in the elections 
this year, he reminded them that bank- 
ers are strategically placed in every 


substantial community, and bankers’ 


aes ati Z : 
PERMANENT OFFICERS CLASS OF 752 


Left to right: H. A. Hardin, assistant trust 
officer, Security-First National Bank, Los 
Angeles, secretary; Stephen O. Porter, as- 
sistant vice president, Riggs National Bank, 
Washington, president, and Miles Poindexter, 
Il, assistant trust officer, American National 
Bank & Trust Co., Danville, Va. Mr. Poin- 
dexter was elected by the class to a three- 
year term on the Graduate School’s board 
of regents. 


Jury 1952 









opinions on economic affairs are re- 
spected. He suggested two things which 
might properly be done by bank offi- 
cers: first, persuade. urge and help 
people to vote: second, discuss the pub- 
lic issues as fully and frankly and ob- 
jectively as they knew how. He listed 
seven economic vardsticks by which we 
candidate and_ the 


may measure the 


policies of this election year. 
1. Peace or War. The probability, in 
Mr. Burgess’ opinion, is against an all 





. a Be : 
Trust Majors in 16th graduating class of 338 
at The Graduate School of Banking at Rut- 
gers University. with faculty members in 

front row. 
out war, but the Russians are inscrut- 
able and they might decide to start one 
any morning. This means that we must 
have and keep the balance of military 
power so that war will look unattractive 
to the men in the Kremlin. To do this 
and 
must not let our present partners be 
absorbed by Russia. We must keep a 
sound and dynamic economy for a long 


we need partners. above all. we 


time as a base for military power. We 


cannot afford a boom and bust or other 
disturbance which would weaken our 
physical or moral strength. We must 
do a lot better than we have yet done 
in the war of ideas—the battle for men’s 
minds, 


In this election, Mr. Burgess said the 
first question to ask is, which candi- 
dates can best guide us towards peace. 


2. Integrity or Loose Morals. Second 
only to the issue of peace or war, in 
judging political candidates and _poli- 
cies, is the issue of morality. “We can- 


(Continued on page 528) 
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G.S.B. TRUST COMMITTEE 


Elected by the Trust Major students at The 
Graduate School of Banking to represent 
them in the School’s activities are: front 
row, l. to r.: Robert G. Mullen, Continental 
Illinois National Bank and Trust Co., 
Chicago; Braxton B. Townsend, Peoples 
Bank & Trust Co., Rocky Mount, N. C.; 
Granville V. Henthorne, Rhode Island Hos- 
pital Trust Co., Providence. Back row: 
Lawrence L. Clark, First National Bank, 
Portland, Ore.; Merle B. Mitchum, Oil City 
(Pa.) National Bank, chairman; Frank E. 
Warner, First National Bank & Trust Co., 
Ridgefield, Conn.; and Robert C. Lee, 
Chicago Title and Trust Co. 
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Corporate Charitable Giving 


COMMUNITY TRUSTS AS SOLUTION TO DILEMMA 


RALPH HAYES 


Executive Director, The New York Community Trust 


S AN UNRECONSTRUCTED EX-CORPO- 

RATE TREASURER, it pleases me to 
believe that heaven’s pleasantest pavilion 
is reserved for just such officers of 
earthly organizations in recompense for 
their ante-mortem labors in wrestling 
with the tasks of making, or not making, 
charitable gifts from company tills. 
Knock on any fiscal door. Ask any 
treasurer. He will beat his breast, bare 
his wounds, describe the importunities 
that fall upon him, lament his lessened 
life-expectancy. What else can have be- 
gotten official ulcers so virulent and prol- 
ific? 

But with genuflections to these ulcer- 
ated characters, their wounds—except- 
ing for my own—are unimportant. The 
significant fact is that hundreds of com- 
munity chests and other charitable 
agencies, facing soaring costs and 
mounting budgets, have found a huge 
new almoner—the country’s corpora- 
tions. For all their legal impersonality, 
these latter institutions have somehow 
sensed that Santa Claus is more es- 
teemed than Ebenezer Scrooge. 


Within a single generation increasing 
industrialization and urbanization have 
brought business enterprises into this 
more intimate relation with their civic 
and social surroundings. Corporations, 
becoming larger and wealthier, became 
better targets. The multiplying com- 
munity chests, confronted by lower in- 
vestment yields, reduced purchasing 
power and the prior take of the tax-col- 
lector, became better hunters, sharper 
marksmen. 


Easing Corporate Gifts 


To lessen the respondents’ pain, a 
remedial prescription was proposed by 
federal legislation in 1935: that chari- 
table gifts by corporations, up to 5% 
of net income, be deductible from tax- 
able income. The idea was denounced 
by President Roosevelt, espoused by the 
associated Community Chests. Congress 
wrote it into the Revenue Act and it 
has been there ever since. 
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Mr. Hayes, formerly secretary, treasurer 
and vice president of The Coca-Cola Com- 
pany, is now a director of Coca-Cola In- 
ternational. He has been Executive Direc- 
tor of The New York Community Trust 
since 1923. 







This commentary is neither a plea nor 
apologia for corporate gifts. It looks not 
to their philosophy but to their anatomy. 
In the pre-war era the generality of cor- 
porations maintained—some still do— 
that philanthropic donations should be 
made, not by company officers out of 
institutional profits otherwise distribu- 
table as dividends, but by stockholders 
after receiving those dividends. 


Pearl Harbor made that argument at 
least temporarily academic. Gifts from 
business organizations to the U.S.O.., 
Red Cross and National War Fund be- 
came an accepted procedure. As war- 
time agencies dissolved, much of what 
they had received continued to go to 
the community chests. Corporate con- 
tributions, as a proportion of chest re- 
ceipts, have doubled since World War 
I and risen to more than 40%. The 
answer to whether corporations as a 
whole will continue to be a large and 
increasing source of charitable contri- 
butions appears to be clear. They will. 
As the elderly fundamentalist informed 
the young theologian who asked if he 
believed in immersion: “Hell’s fire, man. 
I’ve seen it with my own eyes.” 


It deserves to be emphasized that the 
government itself defines the charitable 
uses that may benefit from the tax-ex- 
empt gifts of corporations (or of any- 
one else). This official definition, 
evolved from statutes, judicial interpre- 
tations and Revenue Bureau rulings. 
finds expression in a published list of 
eligible recipients—currently a closely 
printed volume of 330 pages, with se- 
quels certain to come. 


Objects of Benevolence 


It is not too difficult to demonstrate 
that the State is wise to forego taxes 


on gifts for public uses but what con- 
cerns us here is not the character of 
the governmental invitation but the na- 
ture of the corporate response. When 
tax-exemption was first applied to these 
gifts, their yearly volume approximated 
an unpretentious $30 million. In the 
mid-forties it zoomed to $1/4 billion. 
American Cyanamid sponsors fellowship 
programs in thirteen universities; Allied 
Chemical and Dye in twenty-four: Du- 
Pont in forty-eight. 


Education, however, is outstripped by 
both health and welfare as an objective 
of corporate benevolence. Of each dollar 
so donated, it is computed-—by F. Em- 
merson Andrews, able analyst of the 
Russell Sage Foundation—that 44 cents 
go to community chests and other wel- 
fare agencies; 27 cents to health pro- 
jects, including Red Cross; 21 cents to 
education, including research; 4 cents 
to religious organizations; and 4 cents 
to other miscellaneous purposes. 


Channeling Charity 


Guides, philosophers and friends to 
corporations gripped in the throes of 
eleemosynary dilemmas are the Better 
Business Bureau, Contributors Informa- 
tion Bureau (in New York) and Na- 
tional Information Bureau. Many dol- 
lars go wrong; save for these sentinels, 
many more would. In a few cities, Los 
Angeles and Beloit among them, there 
have been experiments in forming cen- 
tral “donation corporations” to handle 
charitable appeals for the participating 
firms. Other cooperative efforts have a 
functional rather than a geographical 
basis: companies in related businesses 
direct a portion of their donations— 
usually for research or scholarships— 
through industry-wide foundations such 
as the Nutrition Foundation, Sugar Re- 
search Foundation, American Founda- 
tion for Pharmaceutical Education or 
National Vitamin Foundation. The latter 
has appropriated $600,000 in six years 
and public 


for education, research 


health. 
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A formidable number of concerns— 
International Harvester, Inland Steel, 
Bulova Watch, Sears Roebuck and Ford 
Motor among them—have gone a step 
further and organized their own chari- 
table funds or foundations. The often- 
cited advantages of this device can be 
quickly summarized. Company contri- 
butions, and their custody and invest- 
ment. receive centralized and respon- 
sible handling and accounting . . . The 
foundation office provides a convenient 
instrument for the selection of future 
donees or the review of prior grants... 
The level in the “foundation reservoir” 
can be raised in good years, allowed 
to fall in others . . . The tax-free status 
of gifts continues to apply to their pro- 
ceeds if they become investments of the 
foundation . The precise purposes 
of outpayments can be decided subse- 
quent to the time when gifts are made 
to the foundation . . . Some corpora- 
tions. obliged to refuse many more ap- 
plications than they can approve, feel 
that a foundation’s declinations can be 
made to seem less lethal than rejections 
sent directly from the company. 


Using Community Trusts 


Still other companies choose to re- 
frain from creating, financing and man- 
aging their own foundations but prefer 
to avail themselves of the services and 
facilities of already existing foundations 
whenever necessary. Agencies so usable 
are commonly, but not necessarily, com- 
munity trusts or foundations. These spe- 
cialize in the management of multiple 
charitable funds—usually for individ- 
uals but frequently for corporations. 
More than eighty of these organizations 
are in operation, with aggregate assets 
of $100 million and with 900 unit funds 
in hand. 


Funds created in the Detroit Com- 
munity Trust by the J. L. Hudson Com- 
pany and the Easlinger-Misch Com- 
pany are expended through the United 
Community Services of Metropolitan 
Detroit. Two Buffalo department stores 
have charitable funds in the Buffalo 
Foundation. In a town of 10,000, the 
Mount Vernon (O.) Community Trust 
traces a quarter of its modest resources 
to corporate donors. The Pittsburgh 
Foundation, New Haven Foundation 
and Spartanburg (S.C.) County Foun- 
dation number corporations among 
their founders or contributors. The New 
York Community Trust has received ap- 
proximately $1 million from corpora- 
tions for administration and has dis- 
bursed over half of it. 


The fund a corporation creates with- 
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in the latter Community Trust may bear 
whatever name its founder gives it. The 
donor’s desires about the times and 
purposes of disbursements can be stated 
in the original instrument of gift or pin- 
pointed later by letter as each out-pay- 
ment is proposed. Full publicity—or 
some or none—can be accorded. 


The Broad and Narrow 


A flexible feature is the breadth or 
narrowness of the discretion given the 
managing foundation. The New York 
Community Trust is often asked to ac- 
cept more or different managerial re- 
sponsibility than it is willing to take— 
as when full exercise of such powers 
could reach beyond purely “charitable” 
uses or lay upon the Trust intricate 
tasks it is unequipped to perform. At 
the other extreme, it is sometimes asked 
to reduce its discretionary power below 
the minimum it feels is required for 
assurance of effective application. Since 
most of its funds are designed to con- 
tinue over long periods or in perpetuity, 
it refrains from undertaking permanent- 
ly to give literal expression to any rigid 
directive as to a specific use that may, 
in unforeseen circumstances, become 
obsolete. 


The basic terms on which all its funds 
are accepted are spelled out in a “Reso- 
lution and Declaration of Trust” in- 
corporated in each instrument of gift. 
After first dedicating his gift to broad 
charitable uses, each founder may set 
down his desires as to any particular 
purposes he prefers to assist. Any such 
“expression of desire,” says the “Resolu- 
tion and Declaration,” shall be “re- 
spected and observed,” subject only to 
the condition that if the Trust’s Distri- 
bution Committee subsequently finds 








that circumstances have so changed as 
to render a continuing literal execution 
“unnecessary, undesirable, impractical 
or impossible,” it may subordinate the 
outmoded use to the broader purposes 
the founder initially named. 


What’s the Cost? 


“What does it cost?” is an unfailing, 
and proper, inquiry. When funds are 
directed through the New York Com- 
munity Trust, compensation is paid for 
services performed by the offices of the 
Trust and of the trustee—the latter a 
bank or trust company selected by the 
founder from among numerous eligible 
institutions. 


The trustee is responsible for safe- 
keeping, investment and accountings 
and receives, in the absence of contrary 
agreement, a statutory scale of com- 
pensation. On a gift of, say, $40,000 in- 
vested to yield 314%, a trustee’s annual 
statutory fee in New York is $98. If the 
gift were ten times as large, that com- 
mission would rise by about seven and 
a half times—because the statutory rate 
is 7% on the first $2,000 of income 
(with no charge on principal) and 5% 
on additional income. 

Other tasks are performed by the 
office of the Community Trust. It aids 
the founder and his counsel in formu- 
lating the instrument of gift. Its “Reso- 
lution and Declaration” furnishes, in 
detail, a court-tested foundation “set- 
up.” It has previously obtained from 


federal and state governments certifi- 
cates of tax exemption applicable to the 
Community Trust itself. It prepares 
initial and annual reports to the Bureau 
of Internal Revenue. It applies for rul- 
ings of tax-exempt classification on each 






















of the Trust’s funds. It ascertains wheth- 
er a proposed payee is eligible to bene- 
fit from a tax-free fund. It can investi- 
gate prospective recipients or review 
results of prior grants. It publicizes 
a fund to the extent requested by the 
donor. It accompanies outpayments by 
communications specifying their pur- 
poses and identifying their donors. It 
does everything, in short, a separate 
foundation could do. 


For costs so incurred it is compen- 
sated from the funds administered. The 
varying range of duties makes a rigid 
cost-formula impractical but, on all ad- 
ministered funds during the calendar 










SS 
ey 
a 
ww 


286. U. 5 PAT. OFF. 





THE BANK FOR ALL THE PEOPLE 


year preceding the present one, assess- 
ments by the office of the Trust (or, 
more specifically, of its Distribution 
Committee) were under 14 of le per 
dollar of resources. One reason for this 
low percentage is that the Trust has 
heretofore been the recipient of contri- 
butions and services that have reduced 
its overhead. 


Form to Follow 


What should a corporation do to use 
this mechanism? It first ascertains, ob- 
viously, if the Community Trust it con- 
templates employing is willing to be so 
utilized. Not all of them seek or accept 


CONDENSED STATEMEN’ OF CONDITION, JUNE 30, 1952 


ee 


ASSETS 


Cash on Handandin Banks .. . 


United States Government Securities. ..... 


State, Municipal and Other Securities, including 
Stock of the Federal Reserve Bank ° 


Loans and Discounts . . « «+ « « 
Bank Premises. . . +++ +e: 
Other Real Estate ...++2es 
Other Assets. 2.2. 2+ 2+ 2 © © @ » 


2 © © © «© $ 212,403,175.62 
439,929,276.62 


144,638,887.29 
445,832,679.40 
a6 * & 4 3,394,294.21 
oe ees 1.00 

5,342,798.00 
$ 1,251,541,112.14 


ee €¢ e¢ 9 4 





LIABILITIES 


Capital Stock ..+++-+-+ $ 17,500,000.00 
Surplus ...+«-scececee 42,500,000.00 
Undivided Profits .... >» 7,129,860.94 
Reserve for Contingencies. . 3,000,000.00 


Capital Funds $ 70,129,860.94 


DEPOSITS 
Commercial and Savings . . $1,133,573,550.63 
; 37,979,215.85 


Estates and Corporate Trust . 1,171,552,766.48 


7,367,184.42 
2,491,300.30 
$1,251,541,112.14 


Accrued Taxes, Interest,etc. ...++-+s-se-ees 
Other Liabilities ..-ccccceceeveveveveee¢e 


United States Government Securities carried at $105,858,989.80 are pledged to secure U. S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law 


Assets are shown NET after deducting Reserves. 


Ohio’s Largest Bank 
welcomes individuals and corporations 
seeking new or additional banking services. 


59 CONVENIENT OFFICES 


Northern Ohio: 
Painesville * Willoughby + Bedford ¢ Lorain 
and 
Everywhere in Greater Cleveland 
COMMERCIAL + SAVINGS ¢« TRUSTS 


Member: Federal Deposit Insurance Corporation Federal Reserve System 


Largest branch banking system between New York and San Francisco 
748,022 SAVINGS AND CHECKING DEPOSITORS 


corporate gifts. The New York Com. 
munity Trust does, on the terms detailed 
in its “Resolution and Declaration” and 
this illustrative (and amendable) trust 
deed indicates one form of procedure: 


“We, the John Doe Company (herein. 
after called ‘Donor’) herewith deliver the 
attached check for $ to Fiscal 
Trust Company (hereinafter called ‘Trus. 
tee’), 5000 Fifth Avenue, New York City, 
in trust, to constitute the John Doe Corpo. 
rate Charitable Fund (hereinafter called 
‘Fund’) and to be applied for the public 
charitable uses and upon all the terms set 
forth in the Resolution and Declaration of 
Trust (hereinafter called ‘Resolution’) 
Creating The New York Community Trust, 
heretofore adopted by the Trustee’s Board 
of Directors and filed for record as pro- 
vided by law, all of which Resolution is 
hereby incorporated herein. Without limit. 
ation to investments prescribed by stat- 
ute for trust funds, the Fund shall be 
invested in pursuance of the Trustee's 
discretion and may be invested, in whole 
or part, in any common trust fund main- 
tained by said Trustee. The Distribution 
Committee of said Community Trust shall 
authorize and direct disbursements of the 
income and any portion of the corpus of 
the Fund. In so effecting disbursements in 
any year, said Committee shall act in the 
light of any such written ‘expression of 
desire’ as the Donor may transmit to it 
in any such year regarding payments for 
specific charitable uses within the more 
general charitable dedication set forth in 
the above-mentioned Resolution. The 
Trustee hereby acknowledges receipt of 
the Fund and agrees to accept and effect- 
uate the trust hereinabove defined.” 


In the 17 years since tax-free corpo- 
rate donations were authorized, the pre- 
tax net income of corporations has 
climbed from less than four billions to 
around forty-five and companies cur- 
rently sustaining the impact of top- 
bracket tax levies can donate a dollar 
by reducing post-tax net income 18 
cents. A company spokesman may hesi- 
tate to affirm that this last is a control- 
ling factor but it would not be easy to 
devise a more powerfully persuasive in- 
fluence. The aggregate of corporate 
gifts is not going to rise six-or seven- 
fold from present levels to the tax-free 
maximum of about $214 billion but the 
continuance of an upward trend can be 
safely predicted. 


Magic Messengers 


It could be that some future histor- 
ian, scanning the way of life in these 
United States, may find his attention 
focused on two manifestations that are 
not the least notable among those giving 
form and content to our _ institutions. 
One is the extraordinary mass and va- 
riety of these community-supported phil- 
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anthropic services — penetrating to 
every cross-road and representing pos- 
sibly $50 billion in assets. The other is 
the use and development of the corpo- 
rate entity. Called by John Marshall 
“an artificial being, invisible, intangible 
and existing only in the contemplation 
of the law,” this instrumentality has 
done passing well—for itself and all 
of us—in becoming, in this one land, 
a $1 trillion phenomenon. 


Between these two enormous aggre- 
gates, a major medium of communica- 
tion is another remarkable vehicle: the 
dollar—seen by Harry Emerson Fosdick 
as a man’s personal energy reduced to 
portable form, endowed with powers he 
himself does not possess, enabled to go 
where he cannot reach, to lift burdens 
he cannot touch. to save lives he never 
knew. Magic messengers, these benefi- 
cient tokens, moving from corporate 
sources to philanthropic destinations. 
Well directed, each of them can give 
some bit of fulfillment to Daniel Web- 
ster’s injunction to “develop the re- 
sources of our land, call forth its 
powers, build up its institutions, pro- 
mote its interests . perform some- 
thing worthy to be remembered.” 


A A A 
Community Trusts Up 8% 


Community United 
States, Canada and Hawaii listed aggre- 
gate resources of $110,091,128 at the 
close of 1951, compared with $102,005.,- 
ill a year earlier, according to a survey 
released in May by the New York Com- 
munity Trust. Philanthropic disburse- 
ments of $5,003.811 were made by the 
surveyed organizations during the year, 
slightly less than in 1950. The number 
of separate funds that have come into 
community foundations for administra- 
tion rose from 854 in 1950 to 972 last 
year. 

Reported assets of the larger com- 
munity trusts include $19,178,448 in 
New York, $17,112,607 in Cleveland, 
$11,549,948 in Chicago and $10,166,- 


417 in Boston. 
A A A 

U. S. Trust Now Charitable 
Trustee 


The United States Trust Co. of New 
York has been added to the list of insti- 
tutions eligible to act as trustee of funds 
forming part of the New York Commun- 
ity Trust. This brings the number of 
such qualifying trustees to fifteen. Presi- 
dent Benjamin Strong and vice presi- 
dent James M. Trenary have been named 
member and alternate member of the trus- 
tees’ committee. 


Trusts in the 
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More Than One Trust 


Investment Committee 
Permitted 


The Federal Reserve Board recently 
expressed the opinion that an allocation 
of administrative functions among two 
or more trust investment committees is 
not inconsistent with the requirements, 
the intent or the spirit of the applicable 
provisions of Regulation F provided 
(1) the scope of responsibilities and 
functions of such trust investment com- 
mittees does not extend beyond that 
outlined in subsection (c), section 6 
of Regulation F and does not impinge 
upon the primary, directive responsibili- 
(2) all 
such trust investment committees oper- 
ate under clear policy directives from 
the board of directors; (3) effective 
measures are adopted to promote co- 
ordination of activities of such commit- 
tees through liaison membership or 
otherwise; and (4) the actions of such 
trust investment are sub- 
ject to review and control by the board 
of directors. 


ties of the board of directors: 


committees 
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Mudge Heads California 
Trust Division 


Norman E. Mudge, vice president and 
trust officer of the Citizens National 
Trust and Savings Bank of Los Angeles, 
was elected chairman of the Trust Di- 
vision of the California Bankers Asso- 
ciation at the annual meeting late in 
May. Elevated to first vice chairman 
Robert V. Walsh, trust officer, 
Crocker First National Bank of San 
Francisco, while the new second vice 
chairman is G. J. Brooks, senior vice 
president, Beverly Hills National Bank 
and Trust Co. 


Retiring chairman Jackson D. Baker, 
who is vice president and trust officer 
of the San Francisco Bank, reported on 
the activities of the various Division 
committees during the year. Citing the 
Trust Investment group’s meeting last 
November, Mr. Baker commented that 
if the public knew of the studies made 
by trust companies in the interests of 
their beneficiaries, a large measure of 
mutual benefit would result. 


was 


Progress is being made by the Com- 
mittee on Fiduciary Insurance in de- 
veloping an approach toward the analy- 
sis of insurance required in fiduciary 
activities. Another subject for continu- 
ing study is a special committee’s analy- 
sis of trust costs in California institu- 
tions, 


CHASE HAS UNIQUE MACHINE 


we 
é pm — we 





A unique dividend disbursing machine, 
product of four years of painstaking effort, 
is now in use at the Trust Department or 
the Chase National Bank of New York. The 
only one of its kind in the world, this Elliott 
comparing and addressing machine puts the 
correct name and address on each dividend 
check. With this machine as the key, the new 
system produces some 80,000 dividend checks 
with more exactness and speed than any 
previous method used. Its operation is de- 
scribed in the May issue of The Chase. 





The machine’s drive shaft governs the pre- 
cise timing needed for the comparison be- 
tween check and stencil. 


Minneapolis Foundation 
Reports 


The Minneapolis Foundation, incor- 
porated in 1915 es a non-profit organiza- 
tion to administer bequests for local 
charitable purposes, during 1951 ad- 
ministered or participated in funds 
amounting to an all-time high of 
$2,465,752. Bequests already made, which 
will become operative later, will add ap- 
proximately $1,300,000 more. 

First National Bank and Northwestern 
National Bank of Minneapolis are au- 
thorized to accept gifts, devises and be- 
quests as trustees for the Foundation. 
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Governments, Municipals, Corporates in Second Quarter 


CHARLES S. PARKER, JR. 


Vice President Chemical Bank and Trust Company, New York City 


7. EASE WHICH CHARACTERIZED THE 
MONEY MARKET the last two weeks 
of the first quarter of 1952 was short- 
lived. In April bank reserve positions 
became progressively tighter and, with 
minor exceptions, continued tight 
throughout the second quarter. In this 
period the rate on federal funds was 
for the most part only nominally lower 
than the Federal Reserve discount rate. 


The rate on Treasury bills, however, 
in contrast with the yield fluctuation in 
the previous December was relatively 
stable and ranged from 1.598% on 
April 3 to 1.788% on June 30 when 
banks experienced difficulty in determin- 
ing the impact of the Treasury financing 
on their reserves. The bill market was 
also subjected to the pressure of addi- 
tional offerings of $200 million in each 
of eight of the nine weeks ended June 5. 
This new Treasury borrowing was large- 
ly absorbed by the investment of corpo- 
rate funds acquired from capital flota- 
tions or accumulated for tax purposes. 
In five weeks during the period the 
borrowings of the member banks ex- 
ceeded their excess reserves and on 
May 7 member bank indebtedness to 
the Federal Reserve System reached 
$1,048 million which was the highest 
figure since 1933. 


The market for intermediate and 
long-term Government securities _re- 
flected considerable stability in the sec- 
ond quarter although prices receded 
from the high reached in April when 
some banks were lengthening portfolio 
maturities and pension funds and public 
funds were seeking investment. 

The period witnessed important de- 
velopments in Treasury financing which, 
of course, were an influence in price 
fluctuations of Government bonds. On 
April 29, Secretary of the Treasury 
John W. Snyder announced a number 
of changes in the savings bond program 
designed to make these bonds more 
attractive to investors: 
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(1) Effective May 1, the terms of 
Series “E” bonds were increased 
to provide a yield to maturity of 
3% compounded semi-annually, 
the maximum permitted by law. 
This change was effected by re- 
ducing the maturity from ten 
years to nine years, eight months. 


(2) An entirely new “current income 
bond” designated Series “H” was 
made available June 1 in de- 
nominations from a minimum of 
$500 up to $20,000. The new 
Series “H” bond provides for 
interest payments by check semi- 
annually on a graduated scale 
which will permit yields close 
to the “E” bond scale from issue 
date to redemption date. 


(3) Series “F” and “G” bonds were 
withdrawn from sale on May 1 
and replaced by issues of similar 
characteristics designated, _ re- 
spectively, Series “J” and “K”. 
The new bonds differ from the 
old chiefly in their higher inter- 
est rate schedules, paying 234% 
if held twelve years to maturity 
and providing higher intermedi- 
ate yields than did the older 
series. The combined annual pur- 
chase limit for Series “J” and 
“K” will be $200,000 compared 
with $100,000 for Series “F” 
and “G”, 

On April 30 the Treasury announced 
its intention to borrow an “unspecified 
amount” of money from non-bank 
sources through an additional offering 
on May 19 of investment Series “B” 
non-marketable 234% bonds due April 
1, 1975/80. The Treasury accepted cash 
subscriptions and also subscriptions per- 
mitting one-fourth of the payment in 
cash with the remainder payable 
through par for par exchange of any 
of the four longest-term restricted Gov- 
ernment bond issues. The Treasury also 





permitted payment for the 234% bonds 
in full on June 4 or in equal installments 
on June 4, August 1, October 1 and 
December 1. On the first day of trading 
following the announcement. prices of 
the restricted bonds were marked up 
slightly over one point. However, buy- 
ing did not materialize at the higher 
level and the selling which developed 
in the market substantially reduced 
early advances. Books on this offering 
were closed on May 29 and cash sub- 
scriptions, excluding those from Gov- 
ernment pension and trust funds, 
amounted to only $318 million, which 
was undoubtedly disappointing to the 
Treasury Department. For the remain- 
der of the $1,757 million in subscrip- 
tions, 
214s for the new bonds. Less than 10% 
of the outstanding “exchangeable” 21s 
were utilized in the subscription opera- 
tion. 


Another important Treasury opera- 
tion during the second quarter was the 
announcement on June 10 of a cash 
offering of approximately $3,500 million 
intermediate bonds. At the same time 
the Treasury announced that holders 
of the 174% certificates of indebted- 
ness maturing July 1 would be offered 
in exchange a 172% certificate to be 
dated July 1, 1952 and to mature June 
1, 1953. On June 12 Secretary Snyder 
announced the basis on which sub- 
scriptions for the intermediate bonds 
would be received. On the following 
day, a preliminary Treasury release 
announced that the intermediate bond 
to be offered on June 16 would bear 
a 234% coupon, dated July 1, 1952 


and maturing June 15, 1958. The piece- | 


meal announcement of terms for the 
new 234s was a clear indication of the 
Treasury Department’s desire to gear 
financing operations closely to the exist- 
ing market. This philosophy was in 
sharp contrast to the August 18, 1950 
advance announcement of two 144% 





investors swapped Government 


TRUSTS AND ESTATES | 






in 


ba 
in 


th 
cr 
tol 
co 
qu 
un 
ne 
re: 
CO 
yi 


th 
tel 
bu 
m¢ 


no 


th 
me 
fis 
by 
ne 
ati 
me 
of 


ta) 





ring 
sub- 
OV- 
nds, 
nich 

the 
ain- 
Tip- 
nent 
0% 
A 


era- 


era- 
the 
sash 
lion 
‘ime 
ders 
ted- 
red 
_ be 
une 
yder 
sub- 
nds 
ying 
pase 
ond 
ear 
952 
ece- 
the 
the 
rear 
cist- 


950 
470 


TES 





thirteen months note issues for refund- 
ing the 2s due September 15, 1952/50 
and 114% certificates due October 1, 
1950 at a time when the market indi- 
cated a rate on one year Governments 
in excess of 114%. 

Total subscriptions to the new 2%. % 
bonds due June 15, 1958 were approxi- 
mately three times the $3,500 million 
offered by the Treasury. Non-bank 
orders of $3,642 million were allotted 
in full. Commercial -bank subscriptions 
totaling $7,953 million received only 
$507 million on the basis of a maximum 
allotment of $100,000 each. Including 
$100 million subscribed for by Govern- 
ment trust funds, the Treasury issued a 
total of $4.249 million of the new 2%xs 
or $749 million more than the $3,500 
million originally announced. 

The second quarter was an active one 
in both the corporate and municipal 
bond fields. New corporate bond issues 
in this period aggregated $1.670 million 
as against $679 million in the previous 
three months. Municipal financing in- 
creased substantially with new issues 
totaling approximately $1,417 million 
compared with $940 million in the first 
quarter. The corporate bond market was 
unusually stable and price changes were 
negligible. Prices of municipal bonds 
reacted somewhat unfavorably to the 
continuous supply and 
yields on high-grade bonds rose up to 
10°. The offerings of municipals in 
the Blue List increased during the quar- 
ter from $131 million to $212 million, 
but as the period closed. bonds were 
moving out of syndicate accounts and 
a somewhat broader buying interest was 
noted in the market. 

The course of the bond market in 
the months ahead will depend in large 
measure on the credit policies of the 
fiscal authorities who will be guided 
by the needs of the Treasury, the busi- 
ness outlook and the international situ- 
ation. It would appear that the require- 
ments of the Treasury for the balance 
of the calendar year can be met through 
tax anticipation bills. Business forecasts 
recently emanating from a number of 
responsible sources present widely di- 
vergent points of view with some strong- 
ly optimistic and others equally pessi- 
mistic. A comment in the Monthly 
Review for July of the Federal Reserve 
Bank of New York to the effect that 
“inflationary pressures seem to have re- 
ceded for the present throughout most 
of the world” is significant. Certainly, 
there are indications that we are ap- 
proaching a state of equilibrium be- 
tween the demand for capital and the 


pressure of 


Juty 1952 


supply of capital-seeking-investment. Of 
course if war should develop. our econ- 
omy would immediately revert to one of 
rigid controls with money made avail- 
able for financing the war effort. 


DOW-JONES AVERAGES 


JULY1 JUNE2 JULY2 

1952 1952 1951 
30 Industrials 275.46 262.31 243.98 
20 Railroads 102.91 96.99 73.16 
15 Utilities 49.78 49.83 42.34 
65 Stocks 106.46 102.02 87.56 


TO MEASURE 
VALUES IN 


UNITED STATES SAVINGS BONDS 


June 1952 
Sales Redemptions 
(in millions of dollars) 
SERIES EANDH.. 293 280 
69* 
SERIES F — 16 
SERIES G sees — 62 
SN Bosc 16 — 
SERIES K ________. 57 -— 
A TO D INCL. __..... — 3* 
366 ' 
Less adjustment 7" 
for series F & G —1.8 
364.2 0 


8h 
*Matured (Series E and A to D incl.) 


TAX-EXEMPT MUNICIPAL BONDS 


Stiff new income tax rates have sharpened the interest of 
investors in municipal bonds and the advantages of their 
tax-free feature. The demonstrated safety of tax-secured 
obligations also carries weight with many investors seek- 
ing a dependable anchor to windward. 

However, there are wide variations in underlying 
security among municipal issues, which are not always 


reflected in their prices. Investors will do well to use 
exacting standards to measure risks and yields, in decid- 
ing whether to buy, sell or hold any specific municipal 


issue. 


We serve many institutional and individual clients in 
this field. In these activities over a long period of years, 
we have worked out a unique, practical method of 


comparing actual values. 


Investors have found this 


“gauge” useful in weighing the relative merits of vari- 


ous municipal bond issues. 


We invite consultation and correspondence with a view 
to assisting in the appraisal of tax-exempt bonds held by 
individual, corporate or institutional investors. 


R. W. Pressprich & Co. 


48 Wall Street 
NEW YORK 5 


201 Devonshire Street 
BOSTON 10 


Members New York Stock Exchange 


GOVERNMENT, MUNICIPAL, RAILROAD, 
PUBLIC UTILITY AND INDUSTRIAL BONDS 
EQUIPMENT TRUST CERTIFICATES « INVESTMENT STOCKS 
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THE BROOKINGS SURVEY AND 
INSTITUTIONAL STOCKHOLDERS: 


The results of nine months of research 
by The Brookings Institution and the 
New York Stock Exchange were re- 
leased recently and the survey. titled 
“Share Ownership in the United States,” 
revealed much new and interesting in- 
formation upon titis hitherto not too 
well documented subject. In the news 
items thus far published, with their most 
interesting data on stock ownership by 
sex, age groups. income groups and 
educational levels, as well as the reasons 
motivating stock purchases, commenta- 
tors seem to have lost sight of what 
seems to us to be the most startling 
revelation of the study —i.e. that in- 
stitutional investors, using the term in 
its broad sense, own more than 40% 
of the common and preferred stocks 
listed on the organized securities ex- 
changes of the country. Individuals 
(men, women and joint accounts) have 
combined holdings of common stocks 
with an aggregate value of $73 billion, 
or three-fifths of the total of $122 bil- 
lion, the value of common shares of 
3,000 reporting corporations at Decem- 
ber, 1951. The other two-fifths is owned 
by fiduciaries, welfare institutions and 
foundations, corporations, insurance 
companies, investment companies, pen- 
sion funds and other forms of business 
ownership. 


There are, of course, many individ- 
uals who are indirect owners through 


the above institutions, particularly 
through fiduciaries which, including 
trustees and guardians, own about 


17.7% of the total common stocks, in- 
clusive of stocks held in names of 
nominees.. The startling fact is that 
to reach 40% of the owners of business 
and industry it is necessary to go 
through a third party — the professional 
investor. 


In its tables showing breakdown of 
ownership, the Brookings study uses 
institutions in the narrow or welfare 
sense, such as ownership by colleges, 
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churches and hospitals. Under the class- 
ification of “others” are lumped corpo- 
rations, insurance companies, invest- 
ment funds, pension funds etc. 


While there are no data available for 


accurate comparison of the Brookings 


survey, the findings in a broad sense 
tend to confirm those of the University 
of Michigan Research Center survey of 
consumer finances made for the Fed- 
eral Reserve System in 1949 which in- 
dicated that shares were 
owned by 4.5 million “spending units” 
(families). Using an average of rough- 
ly one and one-third individuals per 
spending unit, the figure for individual 
owners was placed at about 6 million. 
This shrank to 5 million in the 1950 
survey. Brookings comes up with just 
under 6.500.000. which obviously could 
easily have been added since the Fed- 
eral Reserve surveys were made. as 
many Street brokers now have on their 
lists about twice as many customers as 


they had in 1950. 


Previous surveys based on number 
of shareholders, including those made 
by Trusts AND Estates, did not have 
the opportunity to eliminate duplicate 
ownership which the Brookings re- 
searchers had with the cooperation of 
the member firms of the New York 
Stock Exchange, transfer agents, banks 
and the corporations. This was pointed 
out in the Trusts AND Estates study 
“Who Owns Big Business,” (T.&E. issue 
of December, 1949) which analyzed 
the stockholdings of the 254 largest 
companies and reported their ownership 
to be in the hands of more than 10,517,- 
000 stockholders. This article stated “ob- 
viously some of these stockholders in 
the 254 companies are holders in more 
than one company.” 


That institutional 
growing to substantial proportions was 
indicated by analysis of the data se- 
cured from 101 companies on the num- 
ber of individual stockholders as differ- 
entiated from other stockholders. Num- 
erically 80% of the holders were indi- 


corporate 


ownership was 





viduals, but the average institutional 
ownership of the 101 reporting com. 
panies was 42% of all common stocks 
and in only 7 of the companies did 
institutional ownership run as low as 
25%. Twenty-two companies reported 
that 50% or more of all their common 
stock was held by institutional owners. 


INSTITUTIONAL QUALITY EQUITIES: 


Under present market conditions few 
companies, unless they hold exceptional 
investor promise, can attract institu- 
tional interest with less than a 30% 
common equity. This is one reason why 
we have seen and will continue to see 
new financing programs designed to 
raise the equities of various companies 
with heavy debt structures. As more 
companies, for example in the public 
utility field, which have had equities 
under 30% raise them to that figure 
or better, indirect pressures will be felt 
on those with thin equities and it will 
be increasingly difficult for these com- 
panies to claim the interest of institu- 
tional buyers. The Security and Ex. 
change Commission set 25% as a mini- 
mum for companies under their juris- 
diction, except in special instances, and 
the force of institutional opinion, as 
well as the desire of the companies to 
do what is in the interest of the investor, 
is contributing toward setting up 30% 
as a minimum. 


ENDOWMENTS AND FOUNDATIONS: 


As a by-product of its cooperative 
analysis effort with the Brookings Insti- 
tution, the New York Stock Exchange 
has released data on the favorite com- 
mon stock holdings of three of the 
largest charitable foundations and three 
college endowments. The six are the 
Rockefeller Foundation. Carnegie Cor- 
Markle 


Princeton and 


poration, John and Mary R. 
Foundation, Harvard, 
Columbia Universities. 

Oil shares were the first choice with 
public utilities second. Standard Oil of 
New Jersey was the most popular issue. 
with four of the six funds owning a 
total of 2,211,457 shares. The other 
stock held by four funds was Middle 
South Utilities, while included 
Standard Oil of California, North 
American Company, General Electric 
and Texas Company. A total of 43 com- 
mons appear in the six lists, of which 
16 are oil shares or companies engaged 
in some phase of the petroleum industry. 


three 


LirE INSURANCE COMPANIES: 


The life companies have been ac- 
quiring corporate bonds at a rapid rate 
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while disposing steadily of United States 
Government securities. This is indicated 
by figures compiled by the Institute of 
Life Insurance. Of the $58.7 billion of 
total securities and mortgages held by 
all life insurance companies in the 
country on May 31, 1951, $9.9 billion 
were in industrial and miscellaneous 
bonds. This had grown to $12 billion 
on May 31, 1952. 


Public utility bond holdings were 
$10.4 billion and are now $11.1 billion. 
In the same period, life insurance own- 
ership of United States Government se- 
curities declined from $12.1 billion to 


$10.4 billion. 


When to these figures are added the 
substantial bond purchases by pension 
funds, foundations, and other institu- 
tional buyers, it is easy to see why 
security men anticipate that the active 
demand for high grade bonds will carry 
into the third quarter and perhaps well 
beyond. 


COMMERCIAL BANKs: 


Another reason for optimism in the 
bond corner lies in the current sharp 
expansion of bank deposits which now 
looks as if it would be sufficient to take 
care of any additional loan demand 
and still leave large reserves for invest- 
ment. Impending increase in bank de- 
posits as a result of Treasury activity 
will create better demand for taxable 
Treasuries whether they be short, medi- 
um or long term, clean up the floating 
supply of and municipal 
bonds, and create what has been absent 
the corporate bond 
market, a group of purchasers not in- 
terested in income but in quick profits. 


corporate 


for sometime in 


This type of buyer. known as a free 
rider, in evidence in 
the Treasury’s June offering of the 2°¢s 
of 1958, 


non-bank invesiors. Banks will acquire 


was very much 


most of which were sold to 
these bonds as they are sold by non- 
bank and the inflationary 
effect will be the same as if they had 
been bought directly from the Treasury 
in the first place. The inflationary effect, 
of course, lies in the fact that should 
the banks, for example, eventually own 
some $2 billion of the new issue their 


investors 


credit base will be expanded to four 
or five times that amount. 

Present prospects are that a substan- 
tial part of the Government’s needs in 
the last six months of 1952 will be met, 
directly and indirectly by the commer- 
cial banks. Restrictions placed by the 
Treasury upon commercial bank sub- 
scriptions, as on the 2%<s, were ineffec- 
tive. as there is obviously nothing to 
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prevent the banks from acquiring Gov- 
ernment issues in the open market. In 
addition, if the second half of 1951 is 
any criterion, a large part of the offer- 
ings of tax anticipation bills by the 
Treasury will be acquired by commer- 
cial banks. The Government portfolios 
of the banks which now, after a large 
post-war reduction, account for nearly 
one-half of their earning assets, will 
therefore rise materially before the end 
of 1952. Those who supervise New 
York bank portfolios expect holdings 
of Governments may increase as much 
as $5 billion and thus supply more than 
half of the $8 to $9 billion needed by 


the Treasury before the year end to 
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cific investment objectives. 


42 WALL STREET 


MEMPHIS, TENN. 


New York State: AUBURN 
ITHACA MIDDLETOWN 


An experienced 
Investment 
Advisory Service 


We have a long record of effective 
service to managers of institutional 
portfolios as well as to individuals 
who handle their own investments. 
Our staff of specialists in the various 
fields of finance and industry is well qualified to analyze 
and advise on investment programs designed to meet spe- 


Through our branch offices, correspondents and their 
connections in 80 cities across the nation we are in con- 
stant touch with industrial developments in the several 
regions of the country. These facilities also provide direct 
access to the many markets for unlisted securities which 
supplement the Exchanges in New York and other finan- 
cial centers with their listed securities. We are sure that 
we can be of assistance to you and should be glad to 
arrange to discuss with you the requirements of the port- 
folios for which you are responsible. 


Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange and other 
Leading Stock and Commodity Exchanges 


HOTEL ST. REGIS, NEW YORK CITY 
LIMA, PERU 


SYRACUSE 


Private Wire System to Branch Offices, Correspondents and 
their connections in 80 Cities throughout the United States 
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meet its cash operating deficit and to 
refinance maturing debt. 


State and municipal issues, which 
have made up an increasingly larger 
portion of bank portfolios throughout 
the post-war period, are also likely to 
continue in demand. Current high tax 
rates have made their tax exemption 
features particularly attractive. 


Savincs BaNKs: 

When the New York State Savings 
Banks began their campaign in July 
1950 to obtain permissive legislation 
to buy common stocks, the yield as 


compared with that from high grade 
bonds was the motivating factor. Since 
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that time there has been a marked de- 
cline in the comparative attractiveness 
of stock yields. Roughly speaking, the 
spread two years ago was from about 
3.10% for the best corporate bonds to 
about 7% for high class common stocks. 
With the Dow Jones industrial averages 
around 275, stock yields have shrunk 
to 5.65% compared with 3.17% for 
bonds, evaporating much of the attrac- 
tion. 


But something new has been added. 
Many savings banks came under federal 
taxation as of January 1, 1952 and the 
taxable banks have an 85% tax exemp- 
tion on dividends. They are subject to 
an effective rate of 7.8'7 on dividend 
income compared with a taxable rate of 
52% on corporate bond income. For 
this reason, the high level of the stock 
market with its corresponding risks may 
not deter those savings banks subject to 
taxation from investment in common 
stocks through their jointly owned in- 
vestment fund, which will in all proba- 
bility be placed in operation sometime 


this Fall. 


PRIVATE PLACEMENTS: 


New York City may be losing out in 
some respects but it is certainly main- 
taining its importance in the capital 
markets, despite the decline of under- 
writing by investment houses in com- 
parison with private placements, as the 
principal suppliers of capital are located 
in the greater New York area. The 
1952 Yearbook of Private Placement 
Financing, published by E. V. Hale & 
Co. of Chicago, reveals that more than 
60% of 1951’s record-breaking volume 
of private placement financing was sup- 
plied by life insurance companies, pen- 
sion funds and other institutions in the 
New York area. Heading the list was 
the Metropolitan Life Insurance Com- 
pany, with a total of $1,244.354.000 in 
146 individual placements and the Pru- 
dential Life second, with $791,838,000 
in 146 transactions. The Hale yearbook. 
based mainly on the portfolios of more 
than 200 life insurance companies. lists 
a total of 1,256 placements. 


a & Bb 


Canadian Life Companies 
Shrink Stock Portfolios 


The combined portfolios of ten Ca- 
nadian life companies at the end of 1951 
showed a definite trend toward reduc- 
tion of preferred and common stock 
holdings. Of 49 preferred holdings, 27 
showed a decline; of 10 financial com- 
panies, 7 were reduced; and 22 of 36 
industrial stock listings were pared. 
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WHITHER BUSINESS? 


On a subject concerning which opin- 
ions usually vary, the Chamber of Com- 
merce of the United States reports a 
recent survey indicates a majority of 
students of the business outlook believe 
that general strength will continue into 
1953. Volume in the past year has been 
up. with prices stable. civilian employ- 
ment at around 61.2 million, and the 
defense effort beginning to roll. While 
the inventory picture is confused, with 
estimated totals of over $70 billion, re- 
tail inventories have turned downward. 
Personal income estimated at around 
$260 billion is up since the outbreak 
of the Korean War. However, this has 
not been translated into consumption 
because of a reluctance to buy. One 
growth factor for the current decade lies 
in the estimated 23 million population 
increase, coupled with industrial _re- 
search, new product development and 
product adaptation to mass markets. 
The oils, chemicals, and electric utilities 
have large expansion plans in hand, 
with a possible doubling of power pro- 
duction within the next ten years. 


The other side of the picture is re- 
flected in a Survey of Business Opinion 
just released by the National Industrial 
Conference Board, covering 228 com- 
panies in 28 manufacturing industries. 
Less than 40% of the companies expect 
1952 sales figures to exceed 195], as 
contrasted with optimistic expectations 
December 1951 Some 
executives believe the post-war 
is nearing an end. Over half of the 
reporting companies look for declining 


in the survey. 


boom 


backlogs. Inventories are generally sat- 
isfactory but 26‘; 
plan steps toward reduction. Despite the 
current less optimistic trend, few capi- 
tal expansion plans and projects have 
been curtailed or eliminated and over- 
all outlook is for 1952 capital invest- 
ment only slightly less than in 1951. 


of the companies 






On the profit angle, 53% expect lower 
1952 gross, and only 16‘: anticipate 
better net after taxes than in 1951. Of 
the 28 industry groups. all except petro- 
leum, foods and miscellaneous metal 
industries look for lower net than a 
year ago. In electrical machinery, in. 
struments and controls, hardware, steel, 
leather and paper groups, not one re. 
porting company hopes to earn more 
net after taxes than last year. 


NATURAL GAS COMPANIES 


There are few industries which can 
surpass natural gas in its speculative 
long-term potential. Discovered incident 
to the search for oil. it now supplies 
300,000 miles of pipe lines and consti- 
tutes about 25°. of all fuel consumed. 
It has also become significant as a raw 
material for the rapidly rising petro- 
chemical industry. 


On the basis of equal heat value, 
natural gas sells at about one-quarter 
of the price of crude oil. Although the 
natural gas price differential varies in 
inverse ratio to distance from the well 
head, because gas is usually more ex- 
pensive to transport than crude oil, nat- 
ural gas retains important competitive 
price advantages. The labor content in 
gas production and pipe line transpor- 
tation is extremely low. perhaps aver- 
aging under 15° of revenues. 


natural gas reserves in the 
United States are estimated at about 200 
trillion cubic feet and ultimate recov- 
erable reserves at over 500 trillion cubic 
feet. Annual consumption of 8 trillion 
cubic feet compares with new discoveries 
at about twice this volume. Natural gas 


Proven 


is peculiar in that reserves are sold 
under contractual arrangements for ex- 
tended periods, usually for 20 years 
ahead, in order to provide a minimum 
amortization life for the huge invest- 
ment in transmission systems. 


In view of the price advantage, the 
consumption trend is strongly upward 
and as it is doubtful that the build-up 
of reserves at the favorable ratio of 
2-to-1 can be maintained indefinitely. 
the competitive demand will increase. 
Enormous reserves owned by large oil 
companies are being withheld from the 
market awaiting higher prices, as well 
as for other reasons. Thus, a rising price 
trend seems unavoidable. 

We continue to believe that natural 
gas should be stressed among the nat- 
ural resources companies, and portfolios 
should be reviewed to assure adequate 
representation in this field. ARMAND G. 
Erpr, Carl M. Loeb, Rhoades & Co. 
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From a painting by Marshall Johnson of Boston (1856-1921) of one of the great ships of sailing 
days when the trade winds bore so large a share of the world’s commerce and a pilot boat was 
needed to bring the ocean-going vessels through the perils of the ports. This picture is now 


@OD PROCESSING IS A HIGH-VOLUME, 
low-profit-per-unit 
dustry whose greatest attraction to the 
investor is its unparalleled stability and 


competitive —in- 


assured long-range growth. It is an in- 
dustry which finances much of its ex- 
pansion and modernization from earn- 
ings. but which frequently borrows op- 
erating capital with its finished-products 
inventories as security. 

The food field today is andergoing 
somewhat of an engineering revolution. 
It is taking a leaf from the book of the 


chemical processing industry and _ is 
adapting continuous, automatic — pro- 


cesses and mechanized methods to pro- 
tect its relatively slim unit-profit margin 
against the rising cost of labor. raw 
materials, supplies, machines, and trans- 
portation. 

The industry, developed from thou- 


sands of small businesses scattered 
throughout the cities and farm areas 
of the country. today numbers 39,000 
plants. of which 13.000 do 90°; of the 
$35 billion food business. And the trend 
is toward fewer and larger factories for 


high-volume efficiency. 
Food processors now are producing 


about 35° more than in 1939, and 7% 
more than in 1950. as measured by the 


Food Engineering Production Index. 
which is based on man-hours. At the 


close of the first quarter of this vear, 
production levels for margarine. meat. 
frozen foods, an prepared mixes were 
higher than a year ago. The other 
branches were just about holding their 
1951 level, with the exception of evapo- 
rated and condensed milk production, 
down 20%, and canning, off 127. The 
canning trend is due to carry-over from 
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in the great nautical collection of the State Street Trust Company of Boston. 


ambitious production in 1951 to meet 
military demands which 
didn’t materialize—not to any decline 


anticipated 


in consumer demand, which is steadily 


rising. 
New Items Popular 


Following a sharp upward trend to 
more than three times its 1939 volume. 
margarine continues to gain, but at a 


slower rate. now about 67 above its 


. 1951 level. Another skvrocketer. frozen 


concen'rated citrus juice, also has level- 
ed off. in just five years, frozen orange 
juice climbed to a volume of 41 million 
gallons in 1951. But production pretty 
well caught up with demand at the going 
price level. Therefore. consumption is 
expected to gain only about 2 million 
gallons this year unless cut prices build 
new business at little profit to the pro- 
cessor. 

Frozen eviscerated poultry production 
jumped 26°, last year and should con- 
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tinue to climb. Frozen seafoods are 
not doing badly, either, having gained 
13% in 1951, with prospects good for 
this year. 

Frozen fruits and vegetables are do- 
ing all right, too. Not only is consump- 
tion rising normally—up 712% last 
year—but the 19-cent second-grade pack 
plus wholesale-price deals for deep- 
freeze buyers will likely have a buoyant 


effect in 1952. 


Today the frozen food industry is on 
solid ground, although in 1946 it proved 
the rule of stability in the food indus- 
try by being the exception. In that year, 
a post-war inrush of fly-by-nighters who 
produced too much volume and too 
little quality pulled the props from un- 
der frozen foods. But that situation has 
long since been arighted. 


Dehydrated vegetables. except for 
onions, garlic and soup mixes, never 
lived up to their immediate post-war ex- 
pectations. Although a sizeable produc- 
tion had been built on emergency de- 
mands of the armed forces, housewives 
showed less than a little enthusiasm 
when attempts were made to market de- 
hydrated vegetables in the corner gro- 
cery store. Flavor quality was not there. 
And this shortcoming was abetted by 
refusal of the desiccated vegetables to 
quite resume their normal shape and 
size when rehydrated. Someday these 
problems may be licked by research, 
but not tomorrow. 


Profits 


In respect to ratio of net profits to 
sales, the food industry is not doing as 
well as it deserves. The average profit 
in 1951 was 216%. compared to 312% 
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in 1950 and 4.6% in 1939. Yet profits 
before taxes were higher last year than 


in 1950. 


Sales for an 89 company sample sur- 
veyed by Grocery Manufacturers of 
America totaled $18 billion in 1951, as 
against $15.5 billion in 1950 and $5.4 
billion in 1939. Profits for the 89 firms 
added up to $450 million last year com- 
pared to $554 million the year before 
and $246 million in 1939. However, 
profits in food processing ran about 10 
to 12% of total profits for “all manu- 
facturing.” 


It seems fair to say that there is 
nothing in the economic picture to im- 
prove the profit situation this year. 
Taxes remain high, labor and transpor- 
tation costs are rising, and wholesale 
prices of processed foods are not ex- 
pected to give the industry any advan- 
tage in relation to raw material prices. 
As of April, the Food Engineering 
wholesale price index stood at 107, or 
4 points lower than a year earlier. 


Capital Expenditures 


To one not well acquainted with all 
phases of the food industry’s current 
activities, the profit picture likely would 
be discouraging. Only when you know 
what food processors are doing about 
this problem do you comprehend the 
new vitality that forecasts a better fu- 
ture. 

This vitality is reected in the heavy 
expenditures being made by processors 


to reduce costs through modernization 
for higher efficiency. Capital expendi- 
tures of no less than 3769 million are 
scheduled for 1952. Of this, $584 mil- 
lion is going for plant modernization 
and $185 million for expansion. This in- 
vestment in modernization is the highest 
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Automatic controls for pasteurizing and homogenizing are typical of engineering revolution 
in food processes. 


in the industry’s history. Never before 
have food processors shown as much 
interest in advanced methods and 
equipment which cut costs and improve 
quality. 

What’s more, capital expenditures at 
the $700-800 million dollar level will 
hold through 1955. according to a sur- 
vey by the McGraw-Hill Economics De- 
partment. Planned capital expenditures 
for all manufacturing may drop some 
35% in the next three years—but not 
those of the food processing and manu- 
facturing industry. 


Among the industry leaders in 1952 
planned expenditures are the confection- 
ery, baking, and beverages branches. 
Canning, by contrast. is slated to spend 
17% less than last year, and dairy 
products 21% less. 

As to the money source, some 89% 
of food companies are financing their 
1952 projects entirely out of profits and 
reserves, while 11‘ are borrowing part 
of the needed funds. 

For 1953-55 programs, 91‘% plan to 
finance fully from profits and reserves, 
while 9% propose to sell stock to raise 
a portion of the required capital. Many 
food companies do not expect their in- 
vestments in modernization to pay for 
themselves in savings much under 10 
years, although some aim at a 2-year 
payoff and others at 3 to 5 years. 

Modernization Trends 

What is the 
buying for food processors? High in 
the list is nfodern materials handling 


modernization money 


equipment—lift trucks, conveyors, casers 
and uncasers, and new bulk handling 
apparatus such as pneumatic units. 
These are great man-hour savers, or 


cost-cutters, Many new installations of 














automatic controls are being made, too, 
These reduce costs in various ways, and 
at the time improve product 
quality. 


same 


Much attention also is being paid to 
higher capacity automatic and semi-au- 
tomatic packaging machinery. The rea- 
son—in many types of food plants about 
half of the total labor is expended in 
the packaging department. Automatic 
and semi-automatic ingredient measur- 
ing and proportioning equipment like- 
wise is being widely installed—to save 
man hours and provide more precise 
product formulation. 

There is a trend. too, toward higher 
capacity automatic processing equip- 
ment, including continuous mixers and 
continuous short-time, high-temperature 
heat-exchangers for pasteurizing and 
sterilizing. 


Unusual Innovations 


Outstanding as a recent radical pro- 
the 
high-temperature aseptic canning pro- 


cessing innovation is short-time, 
cess. First used for pea soup and canned 
“fresh” milk, this process heat-treats the 
product as it is pumped through a tubu- 
lar heat exchanger. Then the product 
flows into sterilized cans in a steam 
chamber, and the cans are closed with 
sterilized lids in a steam atmosphere to 
avoid contamination. This process elim- 
inates the traditional practice of retort- 
ing the canned product—sterilizing it 
in a pressure cooker. It also results in 
improved taste, texture, and color, as 
well as higher vitamin content. 
Although application of any new pro- 
cess is gradual in the food industry, 
this short-high aseptic canning method 
has a future. 
in canning banana puree for baby food 


Its most recent uses are 


and concentrated orange juice that need 
not be frozen but will keep under ordi- 
nary refrigeration. 


Hot and Cold 


In the meat field, the hottest new de- 
velopment is the quick-curing of bacon 
in 24 to 


customary three or four weeks. This is 


18 hours compared to the 


achieved by machines which inject the 
curing solution into the bacon through 
hollow needles. It effects great savings 
in inventory and space, reduces labor. 
and gives a more uniform cure. As 
might be expected, it is gaining accept- 
ance in the industry. 

Product-wise, the most exciting recent 
innovations are canned fresh milk, con- 
centrated fresh milk, and beef cocktail. 
Canned milk is at present principally 
an item for export and for the armed 
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-~CountryStorein Modern Dress 


7. UNDERSTAND THE RETAILING OF 
FooD and the entire food industry, 
for that matter, it is necessary to keep 
clearly in mind one basic and important 
fact that is the key to understanding 
the countrys most necessary activity, 
namely, that the selling of food is the 
nation’s most competitive business 
where the corrective features of abso- 
lute competition as envisioned by pio- 
neer economists bring the greatest good 
to the greatest number of people. 


How this works out at the pocket- 
book level of the consumer or how to 
explain it in a way that will merit belief 
is a dilemma that industry publicists 
have never overcome. For how is it 
possible to tell the consumer that of 
every dollar spent in the super market 
only a cent to a cent and a half is re- 
tained by the owner as wage for his 
service ? 

Of course, this is not an absolute 
truth for there are still. perhaps. a third 
of the 400,000 grocery stores in this 
country where the toll ranges upward to 
10‘7. These are the ones in which the 
full fire of competition is tempered by 
isolation, or other factors. These are 
the stores that are dying or which are 
content to eat of the crumbs dropped 
from the merchandising table. When we 
said a profit of a cent to a cent and a 
half, we were speaking of the great 
supers and self service stores whether 
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Inter-com. stations (black objects near registers) at check-outs 
facilitate quiet calls to stock rooms and carry-out boys. 
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By ROY MILLER 
Editor, Food Field Reporter 





With a background 
of over twenty years 
in editing food trade 
publications, of 
which the last eight 
years have been as 
editor of Food Field 
Reporter, Mr. Miller 
is exceptionally qual- 
ified to report the 
highlights and latest trends in the food dis- 
tribution field, which has been the proving 
ground for many new merchandising inno- 
vations during the past quarter century. 








chain or independently owned — the 
stores at which we like to buy and 
which do so great a percentage of busi- 
ness in any populated center. 

But when we mentioned a cent to a 
cent and a half we were really speaking 
not so much of the present as the past. 
For one of the great trade problems of 
the industry is shrinking margins. This 
is due to a variety of factors—such as 
the rigidity of O.P.S. pricing. plus the 
greatly increased wage scale. Why do not 
grocers simply add the higher costs to the 
selling price? Being human, they would 
like to do this, but they can’t for the one 
reason that we have previously said is 
the. key to an understanding of this rela- 
tively unknown business-competition. 


Making Ends Meet 


This condition accordingly provides 
much of the reason for the appearance 











of a trend that is one of the outstanding 
facts in the current history of food 
retailing. Food stores are adding non- 
foods at a seemingly ever increasing 
rate. Included are such items as health 
and beauty aids, housewares. stationery, 
books, magazines. 
stockings. children’s socks. electrical ap- 


glassware. nylon 
pliances. work clothes and even nursery 
stock. Every day sees more of these non- 
foods offered by manufacturers who are 
awakening to the new state of affairs, 
and each day finds more and more 
grocers trying them out. 


The lure, of course. is the markup 
which. generally speaking, is much su- 
perior to that customary for other prod- 
ucts stocked by grocers. This ranges in 
the neighborhood of 33 per cent and 
even more, contrasted with about half 
as much or less for the majority of 
food and grocery products. 

Thus we come to an amazing paradox 
. . . grocers in order to remain in busi- 
ness and continue to sell foods to the 
consumer, are being forced to stock an- 
other type of goods in order to earn 
money to pay for the privilege. 


Again let us remind that it is compe- 
tition, rather than any philanthropic im- 
pulse on the part of the distributors, 
that has brought about this state of 
affairs. And here we might relate a hap- 
pening. which though it may appear 
silly to outsiders, is the way things are 
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New Henke & Pillot super market in Houston features a drug 
and prescription department. 
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done in the grocery business. Since the 
close of the last war retailers have cut 
the markup and consequently the profits 
made from meat. This came about be- 
cause it has been observed that if you 
can bind the consumer to your meat 
department you usually can sell him 
most of his other supplies. Traffic may 
have thus been built up, but the cut 
in so important an item as meat, is a 
factor in the profit troubles in which 
the retailer now finds himself. 


But let us now turn from the pres- 
ent to the past, so that from an his- 
torical perspective we may more fully 
understand the modern picture of food 
retailing. 


The Story of The Chains 


The period following the end of the 
first world war saw the rise of the 
chain store, a movement that has en- 
tirely changed the grocery business. The 
new idea hit with terrific impact. The 
wholesaler and retailer, entrenched in 
what they thought was an impregnable 
position, charged just about all that 
traffic would bear. It was this dispropor- 
tionate cost of doing business that made 
vulnerable. The chain, of 
course, took the wholesaling function 


them so 


upon itself and by direct buying ar- 
rived at ownership of goods at a level 
absolutely impossible for anyone else. 
As is well known the Goliath of this 
movement was the Great Atlantic and 
Pacific Tea Co. which at one time op- 
erated than 15,000 stores but 
which now only has about 4500. 


more 


The chains by mass buying and some- 
times by methods that were unethical. 
if not illegal, were able often times to 
sell goods at retail below the independ- 
ent wholesale buying level. Everybody 
said the day of the little man in food 
retailing was ended and that the time 
would come when the chains would put 
everyone else out of business. This feel- 
ing produced an era of anti-chain store 
legislation which tried to curb, if not 
destroy, the corporates by taxation. 

Today, this feeling has evaporated 
and. as a consequence of many factors 
generated by its forceful existence, the 
chain is no longer the one that calls 
the signals or originates new methods 
or outstanding innovations. What we 
are trying to say is that the great un- 
equal forces that were brought into be- 
ing by the entry of the chain store have 
after more than 30 years finally been 
brought into balance. 


The corporates’ share of the business 
for quite a number of years now has 
stood steady at 32% of the total of $30 
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billion that the people of the United 
States annually spend in grocery stores 
for food. In short, the chains that once 
were giants fighting with men are now 
only men against men. 


But before explaining why this is so, 
let us hasten to add that we do not 
mean to imply that the chains do not 
hold an entrenched position in the re- 
tailing of food. Any organization that 
sells $3,392,541,200 worth of food, as 
did A.&P. during its last fiscal year, is 
not to be discounted. The same is true 
of the Safeway Stores with 2000 units 
and sales of $1,320,919,000 in 1951 or 
the Kroger Co. with 2100 stores and a 
$997,086,223 volume last year. Also in 
the big five are the American Stores Co. 
operating about 1400 units and with 
1951 sales of $507.475,727 and First 
National Stores whose 1500 stores last 
year sold approximately a million less. 
In the entire food distribution system 
there are no enterprises greater than 
these. 

But size amd success provoke con- 
servatism and so it has been with the 
corporates. 


Depression Brings Something New 
During the bleak days of the de- 


pression in the °30’s there began to be 
opened up by people who “didn’t be- 





long,” a new type of store. They bought 
distress stocks, anything, just so it was 
cheap and these they piled into all sorts 
of empty buildings like carbarns, fac- 
tories and stables. In their audacity they 
told the consumer that here were “super 
markets” and that they were the su- 
preme price cutter of them all. Greatest 
innovation was not in the fact that 
they assumed all sorts of animal names 
but that there were no clerks and that 
the sole persons in attendance were the 
people who took the money at the door. 
Thus was born self service. one of the 
biggest facts in food selling today and 
the technique whereby 76% of all food 
is sold. 

It was in the opening of these stores 
and in their initial lower fixed overhead 
and particularly in the self-selling tech- 
nique that the chains lost their position 
as prime innovators. From that period 
to this it has been the super-markets— 
now growing in many cases into con- 
siderable chains themselves—that start 
what others including the corporates are 
forced to follow. 

So it has been with the prepackaging 
of meat and produce, the introduction 
of non-foods and even with frozen foods. 
As a matter of fact, it has been only 
four or five years since one of the 
largest chains in the top five finally 
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came to recognize that this type of 
product was here to stay and really 
started to do something about it. 
Today the original chains, we scarcely 
need add, that once scoffed at super 
markets and their strange idea of mak- 
ing the customer wait upon himself are 
among the prime users of the method. 


What Supermarkets Are 


At this point it might not be without 
interest to notice that it was the failure 
of food retailing to recognize the super 
market at its beginning that produced 
confusion about the phrase “super mar- 
ket” that persists even today in the 
trade. In the field of retail food distribu- 
tion there are three great associations 
—the Super Market Institute, the Na- 
tional Association of Food Chains and 
the National Association of Retail Gro- 
cers. Members of each group operate 
super markets and vice versa. Today a 
super market is merely the way to sell 
groceries and it is impossible to imagine 
a first or even class modern 
food store that is anything else. Inci- 
dentally, the super market group de- 
fines a super market as one doing a 
business of $500,000 or more a year 
although in trade parlance a unit with 
a yearly volume of $100,000 or even 
less may be a superette. 
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Today it is not the chain but the 
super market that is the word to con- 
jure with in the industry itself. It is 
the factor before which all bow just 
as it was the corporates to which all 
at onetime advanced with cap in hand. 


But let us return to the perhaps as- 
tounding thesis that the chains have 
lost the monopoly on the advantage 
inherent in the chain store way of doing 
things. Corollary with this is the pretty 
generally recognized fact that any inde- 
pendent can now own his goods on 
about the same basis as the chains and 
that many feel that they have certain 
advantages that the chains cannot hope 
to enjoy. 


How Independents Meet Chain 
Competition 


One of the ingredients in this equality 
of competitive position in which the 
independent retailer finds himself is the 
Robinson-Patman Act which prohibits, 
among other things, the paying of brok- 
erage to a buyer and stipulates that if 
an advantage is granted one customer, 
it must be made available to all other 
customers on a proportionate basis. This 
legislation has corrected the situation 
whereby a chain with great buying 
power might get rebates that would 
permit it to sell its goods at cost or less 
and still make its accustomed profit. 

Still, it has not been law. as so many 
have imagined in the past 30 years, 
that has cut down the chains to size. It 
has resulted from the individual efforts 
of hundreds, if not 
found 


tight spot and did something about it. 


thousands, of in- 
dividuals who themselves in a 
This has taken all sorts of forms. One 
which has been outstandingly successful 
is the retailer-owned wholesaler setup. 
Under this arrangement a group of re- 
tailers form a wholesale company. name 
a manager and acquire a warehouse. By 
thus pooling their purchases they ac- 
quire a strength in the market that is 
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equal to or greater than many chains, 
Outstanding example of this is the Certi- 
fied Grocers of California at Los An. 
geles. 


Still another form that this fight 
against the chain has taken is the vol- 
untary chain in which a wholesaler or 
group of affiliated wholesalers furnishes 
goods to the retailer at prices competi- 
tive with the chains in exchange for mu- 
tual obligations. Thus the grocer paints 
his store front a uniform color and dis- 
plays a like name or emblem along with 
other members. To the world 
the members take on the appearance of 
a chain undistinguishable from the cor- 
porates. The Independent Grocers’ Alli- 
ance, the Red and White Stores and the 
Clover Farm Stores are merely the 


grocer 


largest and most prominent of hundreds 
of groups in this category. 

One must not think that all of this 
adoption of new methods has come 
about because of a quickness to read the 
signs of change. The wholesale grocer 
is only now beginning generally to 
adopt the thesis that he too will go out 
of business if his independent customers 


go out of business, and at that it is 
only the more wide awake who are 


helping their customers to remodel 
their stores and to add produce and 
meat departments. without which no 
grocer can ever hope to compete on an 
equal basis with other chains, or other 
independents for that matter. This help 
to the retailers, incidentally, whether by 
retailer-owned wholesalers, voluntary 
by wholesalers acting with 
takes all 
from merely supplying merchandise at 


chains or 
nonafhiliated retailers, forms 
competitive prices to store layout and 
even headquarters supervision, which 
in extreme cases are as complete as 


And 


everything else being equal, the inde- 


those accorded by chains. with 
pendent’ feeling that he can best the 
the fact that 


working for himself whereas the corpo- 


arises from he is 


chain 
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rates must entrust their units to man- 
agers who work for hire. 


However, one of the strange things 
about the situation is the comparative 
small number of independents that do 
the lion’s share of the business. Of the 
$30 billion of food and grocery prod- 
ucts sold annually in grocery stores (an- 
other seven billion is sold by specialty 
shops such as candy, fish, meats and 
produce) about a third may be marked 
up to the chains, another third to the 
independents with volumes of $100,000 
or more and the balance to the little 
fellows. But the chains have 25,000 
stores, the big independents about 40.- 
000 and the stores that do under $100,- 
000 number more than 300,000. 


Thus, it becomes not too difficult to 
read that if a grocer is unable to oper- 
ate a big-volume store—whether you 
call it super or superette—he is really 
not in the grocery business on a 100 
per cent basis. Even at an annual vol- 
ume of $100,000 he scarcely has sufh- 
cient wherewithall to establish the plant 
needed to compete, and every month 
and year the necessities of size and cap- 
italization mount relentlessly. 


Thus if it becomes necessary to handle 
a great volume of non-foods in order 
to be a grocer of front rank, as now 
seems implied, the super market of to- 
morrow will be greater and more costly 
than ever. Also, the growth of frozen 
foods implies in the not too distant fu- 
ture an investment in freezing cabinets 
maybe double or treble what is needed 
at present. 

All of which rapidly figures out to 
the conclusion that the grocery business 
that once was the first thought of any- 
one who had a few hundred dollars and 
wanted to go into business, must be 
confined in the future to those who have 
made a lot more progress toward be- 
coming capitalists. 
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Food Processing 
(Continued from page 503) 


ume units which permit greater effici- 
ency. For example, the number of brew- 
eries has declined from 756 at Repeal 
to 390 today. And 25 years ago there 
were 1,200 milk processors in Chicago, 
today less than 100. Still another long- 
range trend is the growth of agriculture 
and food processing in the South. While 
this comes belatedly. it recently is gain- 
ing momentum. 

What about the future of food pro- 
cessing? Population growth alone indi- 
cates a 14% rise by 1961. And the long- 
term trend of per capita consumption 
of foods definitely is upward. It is not 
unlikely that by 1961 the average Amer- 
ican may be eating 3 to 4% more than 
last year. So total demand for food may 
be 17% higher in the *60’s. 

But food processors have an oppor- 
tunity and a challenge to boost their 
business even higher than indicated by 
these figures. They can, and no doubt 
will, do it by continuing to develop con- 
venience items such as prepared mixes 
and pre-squeezed concentrated citrus 
juices. In the past 25 years, production 
of processed food has gained three times 
as fast as population and a similar in- 
crease is expected in the next 25 years. 

A & A 


Successful Farm Management 


“Farm management is the science 
that considers the organization and 
operation of a farm from the point of 
view of efficiency and continuous pro- 
fit.” This definition by the American So- 
ciety of Farm Managers and Rural Ap- 
praisers was quoted by Walter W. 
McLaughlin, manager of the Farm Ser- 
vice Department of The Citizens Na- 
tional Bank of Decatur, in an address 
before the recent annual meeting of the 
Illinois Trust Division. Tracing the 
growth of the profession and farm de- 
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partments in rural banks, Mr. McLaugh- 
lin pointed to the public’s increasing 
appreciation of trust services as one of 
the principal reasons for this develop- 
ment. The service charge, he said, is 
gradually being recognized as an in- 
vestment rather than an expense, while 
continuity and expertness of supervision 
by a fiduciary or farm manager assure 
greater liklihood of profit than does 
management by an heir or relative. 

After discussing the role of the farm 
department in farm credit and related 
matters, Mr. McLaughlin outlined the 
basic elements of farm management pro- 
cedure. The first step upon taking over 
a farm is to make a complete survey of 
the land and buildings, including soil 
tests for lime, phosphate and potash, the 
drainage, field layout and cropping sys- 
tem. The manager’s recommendations 
for operation accompany the report 
to the owner for his approval, where- 
upon a written agreement is entered 
into outlining the duties and responsi- 
bilities of both manager and landowner. 

Citing “Thirty-Four Years of Farm 
Management Studies” prepared by M. 
L. Mosher of the University of Illinois, 
Mr. McLaughlin concluded that the 
striking spread in net profit demonstra- 
ted the difference between a poorly man- 
aged and a well managed farm. 
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Cigarette Companies Future 


HE CIGARETTE INDUSTRY WILL BE 
ppt in bad times and better in 
good times,” was the sage remark of 
one of its earliest exponents to his finan- 
cial associates at the turn of the century. 
This so-called “virtuous vice” has grown 
apace with the great social and indus- 
trial changes in our economy, and this 
cliché is an equally valid observation 
today. Substantially larger dollar vol- 
ume as well as higher unit sales will 
confirm the traditional growth record 
of the business again this year. 


In good or normal times, the de- 
mand for machine-made cigarettes con- 
tinues to gain. In hard times when 
smokers are forced to economize, the 
increase in “roll-your-own” serves to 
sustain overall consumption. This cheap- 
er form of smoking without the tax 
bite, is the industry’s sheet to windward 
when the going gets rough. It likewise 
constitutes a reservoir against the pos- 
sible loss of the cigarette habit and was 
the underlying characteristic that gave 
this business its enviable record during 
the great depression. 


Large Volume—Low Profit 


As in our previous war economy, 
however, manufacturers face a relatively 
profitless prosperity during the life of 
the double-barreled controls currently 
inhibiting the industry. The Govern- 
ment largely determines the high price 
manufacturers must pay for tobacco 
(by far the greatest cost item) and 
through O.P.S., has set the low selling 
price for cigaretes. With a floor under 
tobacco prices and a ceiling for the 
finished product, this price squeeze ob- 
viously means lower profit margins. 


Inventories of the cigarette companies 
have naturally increased in pounds with 
the growth in sales volume; but. in ad- 
dition, they have increased drastically 
in cost per pound under the influence 
of parity and acreage control by the 
Department of Agriculture. The five 
major cigarette companies increased the 
dollar volume of their consolidated in- 
ventories threefold between 1940 and 
1950. There was also a threefold in- 
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As a consultant in the tobacco and allied 
industries, Harry Wootten’s amazingly ac- 
curate estimates of cigarette output and the 
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Here he reports lat- , 
est trade develop. | 
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comparative operat- 
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the first 1952 quarter | 
for the Big-Five com- 
panies. | 





crease in the total capital investment 
in the business. 

During this interval their cigarette 
sales increased 219.3 billion (149.6%). 
Profits before taxes, however, were only 
119% above 1940, and net income in- 
creased only 59°%. Net income was 22% 
lower in 195] than the previous year 
and there was a further deterioration in 
profits in the current March quarter as 
compared with the 1951 first quarter. 


In most American industries, an in- 
crease in volume would not have re- 
quired any such increase in inventory 





Typical of technological advances in $10,000,- 
000 Philip Morris Louisville plant, dedicated 
May 16, is Guardite machine which oper- 
ates on thermo-vacuum principle to condition 
tobacco for handling in 45 minutes. Process 
formerly took from four to six weeks. 








value. This industry usually must carry 
leaf tobacco sufficient for two or three 
years sales because of the necessity of 
aging the leaf. In most other lines, 
inventories are maintained for only a 
few months’ operations. 


Inventory Headaches 


A recent financial prospectus for one 
of the leading companies disclosed the 
average annual cost of tobacco for use 
in cigarettes has gone up from 24.75 
cents per pound for flue-cured and 
23.88 cents for Burley in 1940, to 61.46 
cents and 56.61, respectively in 1950, 
The corresponding comparisons through 
last January, were 63.05 cents and 59.70 
cents. 


The 1951 record breaking flue-cured 
and Burley crops, the predominant leaf 
used in processing cigarettes, lifted to- 
bacco supplies substantially. Carry-over 
of flue-cured next July is expected to be 
12% above the previous year. A slightly 
larger crop was planted this year and 
the prospective 1952-53 total supply— 
carry-over plus production—may be a 
record at around 3.175 million pounds, 


or 5% higher than the 1951-52 level. 


The carry-over of Burley next Octo- 
ber is expected to be roughly 1.075 
mikion pounds — nearly 10 per cent 
larger than 195]. Farmers’ intentions 
call for planting the largest acreage 
since 1946. Total 1952-53 supply for 
this later maturing tobacco may also 
be above that for any previous year. 
Government price support will likely 
be close to the previous year and prices 
for both flue-cured and Burley are un- 
likely to be significantly different from 
previous crops. 


O.P.S. Holds Prices Down 


The trend in cigarette prices since 
1940 represents a marked exception 
to the extensive rise in general price 
levels. While prices for cigarette tobacco 
have increased two and one half times 
since 1940, the manufacturer’s price for 
cigarettes, exclusive of revenue stamps, 
has increased only 41.8%. 
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The recent decision of Liggett & Myers 
Tobacco Co. to enter the long cigarette 
field with their Chesterfield brand, the 
country’s third largest seller, confirms 
the optimistic forecast of Mr. Wootten 
several years ago on the future of the 
85-millimeter cigarette business. Chester- 
field is the first of the Big-Three brands 
to invade this market, and is doing so 
with the approval of O.P.S. at a favorable 
differential to the manufacturer of 47 
cents per thousand cigarettes over the 
principal standard length brands, as well 
as most other long cigarettes. This is 
necessarily causing considerable specula- 
tion in the trade and may well prove the 
prelude to more significant competition 
from one or more of its immediate rivals. 


The Federal Trade Commission re- 
port of June 27, 1951, lists only three 
industries which failed to show a higher 
profit rate in 1950 than in 1940, and 
they were the three branches of the 
tobacco industry engaged in the manu- 
facture of cigarettes, cigars and plug. 
smoking and chewing tobacco. By con- 
trast, the rate of return from the auto- 
motive industry increased from 17.3% 
in 1940 to 31.7° in 1950. 

A price increase in 1950, one in 
1948 and two in 1946, have been the 
only changes in the cigarette price 
structure at the manufacturing level 
since 1937. 

Although O.P.S. has denied the in- 
dustry any price relief, Federal, State 
and local tax authorities have not hesi- 
tated to burden the industry with ex- 
cise taxes which are higher than for 
any other consumer product except li- 
quor, and constitute 50% or more of 
the selling price. The Federal Govern- 





























Typical tobacco scene from American Tobacco Company. 


ment levies a tax of eight cents per 
pack, the average State tax has been 
estimated at three cents, in addition to 
which there are local sales taxes such 
as the recent New York City tax of 
one cent. 


In denying a cigarette markup last 
April, O.P.S. officials said their survey 
showed the industry’s earnings are 
above the level provided by the O.P.S. 
Industry Earnings Standard. This stand- 
ard is used in cases where an entire 
industry seeks an increase in its ceiling 
prices and provides that price relief will 
not be granted unless current earnings 
are less than 85% of the earnings in 
the best three of the four years 1946-49, 
inclusive. Profits are figured before 
Federal income and excess profits taxes 
and after normal depreciation only, with 
adjustments for changes in net worth. 
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Incorporated 


It is understood the survey showed 
that the 195] per cent of net worth 
was higher than in any year since and 
including 1946, and that the industry’s 
earnings before taxes were substantially 
in excess of 85%, the target figure. The 
survey disclosed recent increases in the 
cost of manufacturing cigarettes, but 
found the increased cost of tobacco was 
nominal and much less than the small- 
est price increase that the industry had 
ever made. While O.P.S. held that cur- 
rent ceiling prices provided manufac- 
turers with a substantial cushion (as 
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In new Philip Morris Louisville plant, which has potential capacity of more than 100,000,000 


cigarettes a day on single shift, this packing machine packs 2,500 cigarettes per minute. 


of April), it was pointed out that if 
margins should be narrowed to a point 
where they are reduced below the In- 
dustry Earnings Standard, the problem 
will be reviewed. It is said adjustments 
will be considered only, however, where 
an adjustment can be made under cri- 
teria of the Industry Earnings Standard. 


Producers who asked who would ab- 
sorb the increased costs of the indus- 
try and whether consideration had been 
given to the purchasing power of the 
manufacturers’ dollar, were informed 
that the industry’s stockholders would 
absorb the and that 
no more consideration is given to the 
reduced value of the dollar than is 
given by the excess profits tax to this 
factor, because of the inflationary con- 
sequences. It was noted that net worth 
generally goes up during an inflationary 
period. The attitude of pricing authori- 
ties, particularly at the policy level, 
seems to be that while costs are admit- 
tedly up for cigarette producers, they 
are not unduly burdensome, and by 
keeping prices down and _ producing 
more, the industry has been able to in- 
crease its total profits by retaining a 
very narrow unit profit. 


increased costs 


While it is readily conceded profits 
for the cigarette industry in 1951 ex- 
ceeded the O.P.S. base period of 1946- 
49, profits in those years were inade- 
quate when due consideration is given 
to the investment required in the busi- 
ness. The industry still suffers from 
the refusal of O.P.A. in the war years 
to grant price increases commensurate 
with rising costs. 
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Consolidated operations of the Big- 
Five companies, accounting for 92% of 
the country’s cigarette output for the 
March quarter, compared with the same 
1951 period, are shown in Table I. 

A similar analysis of their consolida- 
ted operations, showing the growth in 
debt and inventories since 1939 is pre- 
sented in Table II. 


A year-end comparison of the finan. 
cial position of the Big-Five tobacco 
companies is presented in Table III. 


In view of the spectacular rise in 
income taxes, tobacco prices, and Fed. 
eral, State and local excise levies, it 
would seem equitable that considera- 
tions of general price policy should 
strongly support some relief in the pric- 
ing of the finished product. The simple 
economic fact is: cigarette prices have 
not kept abreast of the replacement cost 
of tobacco, and are below the general 
price level. The 1940 dollar is generally 
given a value of 53 cents or, in other 
words, the price level has risen 88%, 
In 1940, the average retail price of 
cigarettes was about 14 cents per pack. 
Today it is about 21 cents, an increase 
of 50%. 
of 88%. 


versus a general yrice increase 
> 


Despite increases in the excise levies, 
which naturally are a retarding influ- 
ence on sales, cigarette output for do- 
mestic consumption last year increased 
5.1% and the overall gain, including 
tax-free output, was 25.6 billion or 6.5 
‘~. This is the largest increase since 
the war. Total output for the domestic 
and export market for the first four 
months this year, (latest figures avail- 
able) is up three billion units or 2.3% 
over the same period last year. The 





TABLE I: 


FIRST QUARTER OPERATIONS 


(Thousands of Dollars) 


MarRcH QUARTER 

Net Sales 

Net Before Federal Taxes 

Per Cent of Sales 

Est. Cigarettes (billions) 
Cigarette Profits 

Profit per M. Cigarettes 

Federal Taxes 

Effective Tax Rate 

Net Income 


TABLE II: 


1952 1951 
$697,038 $635,120 + 9.7° 
51,261 60521 —15.3 
7.3% 9.5% — 22 
90.5 9.5 + 46 
49,127 58,570 —16.1 
54.2¢ 65.4¢ = 
29,599 35,347 —163 
57.7% 58.4% — 7 
21,662 25,174 —13.9 


GROWTH IN DEBT AND INVENTORY 


(Thousands of Dollars) 


Net Sales 
Net Before Federal Taxes 
Per Cent of Sales 
Est. Cigarettes (billions) 
” Cigarette Profit 
Cigarette Profit Per M. 
Federal Taxes 
Effective Tax Rate 
Net Income 
Inventories 

” Per M. Cigarettes 
Basic Cigarette Price Per M. . 
Funded Debt 
Bank Loans 
Total Debt 
Inventories Mortgaged 
Revenue Stamps Paid 
Sales Ex-Revenue Stamps 


” 


1951 1950 1939 Increase 
$2,791,861 $2,635,765 $933,476 199.1% 
251,375 247,441 103,644 142.5 

9.0% 9.4% 11.1% 
384.2 365.9 146.3 162.6 
245,375 240,018 97,444 
63.9¢ 65.6¢ 66.6¢ 
146,646 112,965 17,064 759.4 
58.3% 15.6% 16.5% 
104,729 134,476 84,034 24.6 
$1,835,400 $1,694,500 $502,100 265.5 
$4.75 $4.63 $3.43 38.4 
3.56 3.46 2.51 418 
518,400 525,400 89,700 477.9 
396,500 267,000 26,300 507.6 
914,900 792,400 116,000 688.7 
49.8% 16.8% 23.1% 
$1,300,262 $1,238,079 $460,807 182.2 
$1,491,599 $1,397,686 $472,669 215.6 
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TABLE II: FINANCIAL COMPARISON OF BIG-FIVE 


(Millions of Dollars at Year-End) 


tensive use of cigarettes is further en- 
hanced by population growth which has 
consistently exceeded most recent fore- 








































American Tobacco 1939 1947 1948 1949 1950 1951 casts, including en: estlensiin ah de 
Cash & Equivalent 16.9 19.5 16.2 18.0 22.2 = Cintas: Cian & ania ie at Oe 
Receivables _ “Ss S81) 6A OU TKCUC TS UO au. A casual study 
S ccetialion 1518 483.1 5149 531.6 532.7 5945 trends of smoking habits derived from 
Other --- — 2 2 1.1 6 3 figures on tobacco leads inevitably to 
Total Current Assets 183.2 537.9 567.9 583.8 593.0 668.2 the conclusion that not only has there 
Total Current Liabilities 36.6 172.6 126.4 132.9 133.4 212.2 — hift to ci seen eal ay" 

Net Working Capital 146.6 365.3 441.5 4509 4596 456.0 een a shilt to cigarettes and away trom 


other forms of tobacco products, but 


. J. Reynolds . : 
os 4 173 16.5 16.3 182 also that this habit has been greatly 











Cash & Equivalent 4.1 9.7 . . ¥ 
Receivables 7.2 20.1 20.7 23.2 26.0 26.8 intensified. More people are smoking 
Inventories 139.0 100.0 459.7 454.0 475.8 495.6 and people are smoking more today 
Total Current Assets 150.2 430.4 197.7 493.7 518.1 540.6 than ever before 
Total Current Liabilities 13.5 134.7 1105 95.5 1084 127.7 The it ka a oe 
Net Working Capital 136.8 295.7 387.2 398.2 409.7 412.9 [he industry at long last has begun 
iat i i to alert the public to the disproportion- 
ae a ayers sil ii 111 ate tax load carried by this product, and 
Cash & Equivalent 17.2 16.4 13.9 i ny wales iSgiet em *y 
Receivables 103 184 193 178 201 192 Consumers may well become allergic to 
Inventories 134.7 316.5 369.1 357.4 380.7 421.9 any further levies. Assuming no further 
Total Current Assets 165.0 351.3 192.3 390.0 1146 452.2 excessive or punitive cigarette taxes, 
Total Current Liabilities 8.0 61.6 108.3 51.6 82.5 119.1 consumption gives every indication of 
Net Working Capital 157.0 289.7 294.0 338.4 332.1 333.1 ait aes ty j 
normal 2.5 to 3‘% gains over the next 
P, Lorillard Co. six years. Due to the large birth rate 
Cash & Equivalent 1.1 6.6 5.6 5.8 5.9 7.5 of the early war years, a considerable 
Receivables 3.9 a. 64 ao. 9.9 94 number of new smokers may well mean 
Inventories 41.7 73.2 ise 79.0 84.5 101.9 i : - tad 
Other 0.7 08 06 11 0.7 a 7-8 jump in production at the end 
— 19.7 85.9 86.0 88.5 1010 21195 of this period. This would lift consump- 
Total Current Liabilities 2.3 16.0 15.7 8.: 31.1 37.9 tion to 556.5 billion units by 1960, a 
‘oe Se ie 7 70.3 70.2 9. 23 307 5]. a 
Net Working Capital 74 oo - . aati 81.6 sain of 33.3% over 1951, and manu- 
* Philip Morris & Co., Ltd. 1940 1948 1949 1950 1951] 1952 facturers are basing their current and 
Cash & Equivalent 15 1.9 5.3 8.6 9.1 11.1 long range expansion plans according- 
Receivables 3.9 EB 9.2 10.8 11.9 11.0 ly. 
Inventories 32.0 93.9 132. 159.6 220.8 221.4 F ee 
(Please tur d 
Total Current Assets 37.4 106.0 146.9 1790 2418 243.6 ease turn to page 514) 
Total Current Liabilities 2.7 11.0 17.6 73.4 101.4 109.0 
Net Working Capital 24.7 95.0 99.3 105.6 140.4 134.6 
* Fiscal Years Ended March 31. SCUDDER 
peak production months of the industry Consumer surveys come up with the 
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rate of gain is anticipated through the and two out of five men do not smoke. 
remainder of the year. Nevertheless, the possibility of more ex- 
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Indices are based on fund operations during the period covered and are not a 


representation of future results. They should be considered in the light of the 
individual companies’ investment policics and objectives and the characteristics 





Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 


selecting stock and cost-of-living averages, 
periods and in interpretation of data. 
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and qualities of the investments of these companies. 


Under . 
Present 12/31/35— 
Mgmt. 
Since Principal 
1939 _— 
1938 _— 
1938 —_— 
1932 103.1 
1932 106.3 
1932 114.5 
1938 
1932 110.0 
1940 —_ 
1947 —_— 
1932 102.6 
1947 
1938 os 
1944 as 
1928 97.4 
1928 105.2 
1947 — 
1939* — 
— 105.6 
1939 
1932 109.9 
1932 109.8 
1937 oe 
1944 
1932 109.0 
1931 107.1 
1943 
1932 105.2 
1925 103.6 
1944 -- 
1939* — 
1931 107.7 
1938 —- 
1929 72.4 
1924 110.7 
1934 114.2 
1926 129.7 
1937* = 
1940 == 
1931 117.4 
1933 123.8 
1936 —- 
1924 92.8 
1946 oo 
ae 108.1 
au 106.7 
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2 3 
to 
Principal 
High Low 
171.9 72.6 
168.4 64.4 
134.7 80.0 
152.7 r26 
174.6 70.3 
rey X 75.7 
143.4 69.5 
152.1 72.0 
156.6 76.6 
168.8 69.6 
163.2 70. 
147.0 74.4 
146.0 67.4 
165.2 80.2 
161.3 66.8 
131.7 87.7 
147.5 72.8 
157.0 70.3 
173.4 75.5 
a 65.9 
159.1 70.8 
178.1 80.4 
166.6 68.6 
155.2 74.0 
158.4 73.2 
148.3 67.5 











4 5 6 7 
12/30/39 ——to 
Inc. Principal 

Prince. % Low High 
100.0 — 65.9 170.1 
100.0 es 71.4 189.3 
100.0 — 83.1 213.7 
100.0 3.46 60.2 164.8 
100.0 3.05 73.5 199.2 
100.0 4.27 73.6 158.2 
100.0 — 69.4 156.6 
100.0 4.20 65.2 134.7 
- a 73.5 151.7 
100.0 2.32 59.6 133.2 
100.0 2.76 69.2 130.6 
oe = a 155.0 
100.0 3.25 80.9 147.7 
100.0 2.41 75.0 154.1 
100.0 — 65.1 219.4 
— 8.22 70.8 = 161.4 
100.0 — 50.2 224.9 
100.0 3.60 60.1 193.8 
100.0 1.77 61.0 I7i2 
100.0 — 76.1 172.3 
~- --= 150.3 

100.0 1.88 62.1 151.6 
100.0 3.86 2.7 171.2 
= —- as 177.5 
100.0 2.98 64.8 206.5 
100.0 2.58 63.9 219.3 
— — — 174.4 
100.0 —_— 69.0 192.2 
100.0 4.27 67.7 179.1 
100.0 — 59.8 126.2 
100.0 2.54 74.2 188.6 
100.0 3.88 59.7 151.1 
100.0 3.31 57.4 171.8 
100.0 4.31 56.1 163.5 
100.0 3.10 60.7 220.3 
— — 66.0 135.1 
100.0 2.85 61.4 134.4 
100.0 3.30 60.9 172.2 
100.0 1.78 62.5 123.4 
100.0 3.75 60.7 185.9 
100.0 3.11 63.2 173.6 
99.2 — 59.3 154.1 
99.6 — 99.6 174.5 





CALCULATION OF INDEX NUMBERS AND INCOME PERCENTAGES FOR MUTUAL FUNDS 


PRINCIPAL INDEX NUMBER indicates the change between the offering price on Dec. 30, 1939 and subsequent bid price plus all 


distributions from capital gains and other capital sources. 


COL. 1, 2 and 3 represent the figure obtained by dividing the offering prices at the stated dates less capital distributions through 


1939 by the 1939 base offering price. 


COL. 4, offering price on Dec. 30, 1939, is base index number of 100 for all companies. 


COL. 6, 7, 8, 10, 12, 14, 15, and 16 are arrived at in the following manner: 


all capital distributions to such date and the resultant sum is divided by the 1939 base offering price. 
GOL. 19 represents the current month-end bid (col. 16 less all capital distributions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the companies out of income earned from dividends and interest 
on their portfolio securities (excluding all capital distributions) . 


COL. 5, 9, 11, 13 and 17 represent a figure obtained by dividing such dividends accruing over the annual period ending with the stated 


dates by ‘the average of the twelve month-end offering prices ending on the corresponding dates. 


COL. 20 is a five year average figure which includes the percentage returns in columns 9, 11 and 17 as well as those for the two 


preceding annual periods. 
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134.7} 4.58 
158.5] 4.05 
180.2] 3.98 
144.0] 3.75 
173.6 4.02 
1493} 4.19 
128.2] 4.04 
109.6] 5.28 
136.0] 4.34 
142.4 74.80 
121.5} 4.50 
128.5} 4.52 
119.8} 4.07 
134.0]3.94 
134.0)3.84 
1411 94.01 
155.4}4.18 

182.4'4.20 
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To the bid prices at the respective dates indicated are added 















| No responsibility is assumed, in so far as compliance with the Statement of Policy is 
concerned, for the employment in whole or in part of this index by issuers, under- 


DEX of MUTU AL FUNDS ue ade” income returns based on June 30, 1952 offering prices 









































8 q 10 Il 12 13 14 15 16 17 18 19 20 
_ 6h 6/29/51 5/29/52 Last 24 mos. 6/30/52 Last 12 mo. Div. % 6/30/52 5-Yr. Avg. 
Ine. Inc. Inc. Principal Invest. Cap. Prin. Less Cum. Investment 
Prin, § % Prin. % Prin. % Low High Principal Inc. Distr. | Cap. Distr. (Bid) Income % 
142.7 3.56 149.3 3.53 132.0 $150.7 150.7 3.58 5.08 110.7 4.04 
187.7 4.10 199.4 2.93 153.5 207.5 204.4 2.92 6.47 164.2 4.11 
199.1 3.82 213.7 4.06 174.3 $219.7 219.7 4.03 2.27 176.6 3.71 
155.0 3.89 164.6 3.26 138.5 $167.2 167.2 3.25 5.16 135.9 3.89 
195.9 4.01 210.6 4.01 149.8 213.7 7213.2 3.98 2.28 7180.4 3.89 
164.2 3.94 179.2 3.75 144.1 $181.8 7181.8 3.72 2.27 7166.2 3.93 
137.4 3.88 141.3 3.56 124.4 145.8 142.5 | 3.56 1.38 118.5 3.90 
120.5 5.05 130.4 4.84 106.5 $132.8 +132.8 4.80 2.88 ¥110.0 4.96 
146.2 4.23 157.3 4.19 131.7 $159.6 7159.6 4.16 2.07 $134.3 4.20 e 
163.0 4.36 178.1 4.34 159.7 $181.9 7181.9 4.15 2.40 +172.7 4.32 @ 
127.0 4.35 137.1 3.79 118.7 $138.3 $132.3 3.77 ‘1.72 4114.3 4.18 
141.7 4.35 149.7 3.93 124.2 158.9 15z.8 3.92 4.80 143.8 4.15 e 
133.6 4.23 144.4 3.75 117.2 $148.1 7147.2 3.97 2.48 7127.2 4.02 
149.4 4.48 159.0 4.03 128.0 161.9 7160.0 4.03 6.44 7142.0 3.88 @ 
145.3 3.38 154.6 $.21 130.7 $155.8 7155.5 3.20 3.02 7135.6 3.66 
151.7 3.84 163.0 3.65 138.0 $164.6 7164.5 3.63 2.28 7131.0 3.74 
174.7 4.35 190.4 3.87 149.3 $193.3 7193.0 3.90 4.76 T1Ti.7 4.10 e 
204.9 2.36 221.6 3.55 176.2 $224.7 224.7 3.52 3.74 165.1 2.99 
155.0 4.11 166.0 3.81 136.5 $169.5 168.5 3.80 3.40 139.1 4.04 
181.3 4.61 196.4 4.43 157.1 198.4 7198.1 4.41 8.45 7124.7 5.34 
181.0 5.46 201.9 4.70 145.5 206.2 +206.0 4.69 3.06 7172.1 4.98 
168.5 4.60 184.6 4.81 140.1 190.9 190.8 4.77 4.40 158.7 4.43 
156.4 4.18 165.1 3.85 140.7 169.7 7167.6 3.83 4.54 + 93.4 3.79 
132.1 5.29 141.3 5.47 103.1 146.0 145.8 5.44 3.37 134.5 5.69 e 
151.8 4.50 165.2 4.61 128.7 $170.4 170.4 4.58 2.52 143.4 4.34 
187.1 3.89 207.3 3.63 154.0 $213.0 7213.0 3.59 2.45 7183.9 3.78 
194.2 5.44 214.1 4.71 154.6 $220.0 7220.0 4.66 2.12 7193.2 5.14 » 
213.9 4.91 238.0 4.43 174.4 $244.1 7244.1 4.38 2.58 7210.7 4.43 
206.7 4.60 233.1 4.06 162.7 240.4 7240.1 4.07 2.95 7195.3 5.01 
159.5 5.69 169.8 2.40 125.7 174.3 173.2 2.39 5.01 137.4 4.19 e 
176.6 4.13 188.9 3.63 149.3 $192.7 7192.7 3.76 4.10 140.4 4.06 
191.2 5.11 210.7 4.37 156.2 $217.0 7216.4 4.23 5.07 TITi.l 4.68 
117.9 3.18 121.6 1.97 96.6 $123.4 122.2 1.97 6.24 80.8 3.61 
179.8 2.68 191.4 3.00 161.3 $194.0 194.0 2.99 5.29 135.9 3.04 
157.6 5.31 180.9 4.52 124.5 $187.3 7186.1 4.56 2.67 7175.9 4.99 } 
181.8 3.86 195.9 2.83 136.1 205.9 200.4 2.81 4.60 163.3 3.72 F 
149.7 2.29 159.1 2.77 128.6 163.1 162.0 2.76 4.52 138.5 3.15 
215.7 4.45 233.9 3.47 162.7 241.9 +239.0 3.46 6.62 ¥191.1 4.07 
99.7 6.18 107.6 5.70 7.2 113.1 108.2 5.68 3.66 93.9 6.08 e 

145.6 4.02 154.8 3.87 124.3 159.6 158.2 3.86 5.59 131.2 4.00 
153.4 5.36 168.5 4.33 128.8 $173.4 4172.9 4.30 5.03 7140.1 4.67 
119.5 5.01 129.7 5.69 100.3 135.0 7133.3 5.63 -— 7109.6 4.76 
197.5 3.74 232.0 r2.94 169.9 $242.4 7242.4 r2.90 7.24 7180.4 3.37 
185.1 4.23 210.9 3.71 157.1 216.0 +216.0 3.67 2.20 7211.4 3.73 @ 
172.3 4.39 189.0 3.83 141.9 $194.6 193.7 3.81 4.23 154.6 4.18 
166.4 — 189.5 — 132.4 $198.2 198.2 — — —_ an 
185.2 con n189.0 — 172.5 189.1 — — -— — _ 

















CAPITAL GAIN DISTRIBUTION column (18) represents the percentage of distribution, if any, from capital gains or any other 
sources, for the current annual period. 

COMPANIES ORGANIZED AFTER 1939 are given an initial index number on the date they commence business equal to the aver- 
age of all those stock or balanced funds in existence at the time. 


e Principal index begins after 1939 base date. ***Not included in balanced or stock average: 

+ Ex-dividend current month. Wisconsin Investment Co. balanced fund for too short a period. 

{ High reached current month. Affiliated Fund is leverage company, but bank loans retired 2nd quarter 1950. 
t Nine months’ period. Diversified Investment & National Income are partially invested in high 
rt Plus rights. income bonds and preferred stocks. 

n New series; old, 190.4. Column 19 for funds organized since 1946. 

* Date commenced operation as Mutual Company. ****Name changed from Russell Berg Fund. 

** Became Balanced Funds in 1945. *****Name changed from Nesbett Fund. 


******Name changed from Mass. Investors 2nd Fund. 


Source: Direct from Companies. 
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(CIGARETTES— from page 511) 


While moderately lower earnings are 
indicated for most companies this year, 
regular dividend rates appear secure. 
Payment of the usual year-end extras 
will naturally depend on actual earn- 
ings and the outlook for future profits 
at that time. The policy of directors 
in respect to dividends perhaps may be 
best expressed by a comparison of earn- 
ings available for the common stocks 
of the companies, and_ the 
amount paid out, as shown in Table IV. 


various 


Latest sales and earnings comparisons 
of the individual companies, price-earn- 
ings ratios and yields of these equities 
are set forth in Table V. 

The keynote of any industry is its 
growth. Adverse factors can temporarily 
influence profits but if any industry is 
able to show continued growth these 
factors can be brought under control. 
Over the near term the cigarette in- 
dustry would appear to have two pos- 
sibilities of relief: the lifting of price 
controls and lower corporation taxes. 
Some measure of relief from either of 
these sources would enable these com- 
panies to capitalize on their increased 
sales volume, which they have been pre- 








Southern California 
Edison Company 


DIVIDENDS 


COMMON DIVIDEND NO. 170 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 21 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 17 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on the 
Common Stock; 

28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series; 

2814 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

The above dividends are pay- 
able July 31, 1952, to stock- 
holders of record July 5, 1952. 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31, 1952. 


P.C. HALE, Treasurer 
June 20, 1952 








TABLE IV: RATIO OF CASH DIVIDENDS TO EARNINGS 


AVAILABLE FOR 


COMMON STOCK 





American Reynolds’ _ Liggett *Philip Lorillard 
& Myers Morris 
1951 71.8% 68% 96% 64% 83% 
1959 56 67 71 45 69 
1949 5l 66 70 4] 64 
1948 53 61 56 15 68 
1947 66 53 66 67 70 
1946 59 54 74 85 80 
1939 98 90 81 59 83 
* Fiscal Years Ended March 31, 1939 and 1947-52. 
TABLE V: EARNINGS AND YIELDS 
1951 Ist Qtr. Earns. 

= ; « a. ae = oa 

Sy ws 2 n a =) = Se & 

‘2 ae. €8 Be @, ME oe * BSE 

OL Ax QA Sa Sa ce SQ KR Fee 
American Tobacco 6 $942.6 $4.64(a) $0.97 $0.87 12.1 $4. 7.1% 100-54 
R. J. Reynolds 34 814.2 2.92 0.67 068 11.6 2. 5.9 17-32 
Liggett & Myers 62 539.9 5.19 La? Os: HS 5S. 8.1 102.61 
Philip Morris 1s = 3306.7 1.65 (b) 153 0.92 9.7 a 6.8 71-25 
P. Lorillard 21 188.4 1.78 0.45 O41 118 1LSO 7.3 32-18 


(a) Pro-Forma (b) Fiscal Year 3/31/52. 





vented from doing over the past two 
years. In appraising the investment out- 
look for these equities, the likelihood 
of a more favorable operating environ- 
and a the 
earnings trend of the 1950-51 period, 


ment reversal of adverse 
such as set in for this industry immedi- 
ately after the last war, should not be 
overlooked. 
A AA 
Are Tobaccos Behind the 
Market? 

If history is a guide to future action, 
the tobaccos may again be in a posi- 
tion to repeat their traditional perform- 
ance of moving ahead when other stocks 
are uncertian or headed downward. A 
compilation of tobacco share perform- 
ances before and after the 1929 bulge 
and break and again in the 1934-37 rise 
leads Distributors Group, Inc., to con- 
clude that, on their action from July 
1949 to date, the tobacco shares could 
again be in a buying zone relative to 
other stocks which 
stantial advances in the past three years. 


have realized sub- 


New York Legal List 


Sets Record 


The annual legal list of the New 
York State Banking Department, issued 
as of July 1, 1952. is notable for a 
record increase of over $2.6 billion in 
the corporate bond division, bringing 
this total to over $22 billion. Issuance 
of new bonds by companies already 
listed account for a major part of this 
increase, with special reference to the 
electric and gas utility companies. 


The new list also shows $968 million 
new bonds added under authority of 
legislation first enacted in 1939, Under 
this section, there are over $13.6 billion 
public utility issues considered eligible 
against $12.3 billion a year ago, and in 
the railroad field a total of $4.8 billion, 
up about half a 
1951. Other 


obligations of housing authorities guar- 


billion dollars from 


new issues included are 
anteed by the Commonwealth of Massa- 
chusetts and of the International Bank 


for Reconstruction and Development. 


CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of one dollar ($1.00) per 


share on its $10 par value Common stock, payable Sep- 
tember 8, 1952, to stockholders of record at the close of 


business August 15, 1952. 


W. ALTON JONES, President 
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SPECIAL OFFERINGS ON NEW YORK STOCK EXCHANGE 
June, 1952 


Where a survey of the auction market’s ability to absorb 
a sizable block of stock reveals a limited demand, a special 
offering, after the market close, under rules devised to cover 
such procedures, is permitted. The seller pays both the reg- 
ular and a special commission to brokers who can find buyers 


The buyer pays no commission. 


Shares 


June 4 12,000 John Morrell & Co. 


Spec. 
Price Comm. Offered by 
13%  $ .40 


A. G. Becker & Co. 





PENSION TRUSTS MAY BE STABILIZING FACTOR 


The spectacular growth of private in- 
dustry’s pension and retirement fund 
plans over the past decade is the cur- 
rent feature of the trust business and 
will probably continue to be for years 
to come, according to Henry C. Alex- 
ander, president of J. P. Morgan & Co., 
Inc. Speaking before the New York 
State Bankers Association on June 20th 
at Spring Lake, N. J., Mr. Alexander 
commented that the estimated 15,000 
plans in operation cover approximately 
one fourth of our industrial workers, 
with annual contributions in excess of 
$2 billion. This new and vital force 
in our economy. he said, is the result 
of a changed business philosophy with 
social consciousness. 

The fear that such trusteed plans 
represent a form of collectivism or could 
bring about a dangerous accumulation 
of financial power was discounted by 
the speaker, who stressed the essential 
individualism of each arrangement, tail- 
ored by personal initiative and volun- 
tary action to meet a specific situation. 
Corporations are poolings of individual 
capital: life and other types of insur- 
ance are based upon the sharing of 
risks to obtain benefits; and 
banks are another form of institutional. 
ized savings. Because of the basic 
changes in recent years in our way of 
life, with even our business leaders, 
for the most part. in the employee cate- 


certain 





DIVIDEND NOTICE 


The Directors of Daystrom, Incorporated 
(formerly ATF Incorporated) on June 30, 
1952, declared a regular quarterly dividend 
of 25 cents per share, payable August 15,1952, 


to holders of record July 28, 1952. 


In September watch for Daystrom's smart. 


new multi-purpose dinette sets. 


Jury 1952 





gory, the need for some form of group 
provision has grown as heavy taxes, 
high prices and low interest rates have 
made saving for personal security more 
and more difficult. Expressing disap- 
proval of the welfare state in favor of 
the private enterprise welfare plan, Mr. 
Alexander warned against terms which 
would impose a too rigid cost structure, 
influence conversion of our flexible into 
a static economy or cause loss of labor 
mobility to meet new inventive or man- 
ufacturing developments. This last fac- 
tor could tend to freeze employees into 
their jobs to hold seniority and accrued 
benefits, making it more difficult for 
workers to find new employment after 
a certain age, or unduly increasing the 
number of idle persons who, though 
past retirement age. are still able and 
willing to work. 

The investment of pension trust funds 
may have marked effects upon the mar- 
kets, Mr. Alexander observed. In ex- 
pansion periods, they will provide capi- 
tal; in slack times they might serve as 
an easy source for governmental financ- 
ing of social schemes. Only experience 
will determine the extent of influence of 
these large annual accretions of capital 
upon the investment markets. 

If productivity is increased and work- 
ers will limit their natural desire for 
security to a reasonable basis which in- 
dustry can support, Mr. Alexander ex- 


OPERATING UNITS: 


AMERICAN 
TYPE FOUNDERS 


DAYSTROM 
ELECTRIC 
DAYSTROM 
FURNITURE 


DAYSTROM 
INSTRUMENTS 
* 
DAYSTROM 
LAMINATES 


sattie Public Lib 
JUL 29 1959 


pressed the opinion that privately cre- 
ated and administered trusts, as con- 
trasted with governmental schemes, may 
well prove to be a stabilizing factor in 
our economy. 


ts 
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» CONSOLIDATED 
NATURAL GAS 


COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 18 















T ue BOARD OF DIRECTORS 
has this day declared a regular 
quarterly cash dividend of Sixty- 
two and One-Half Cents (621¢) 
per share on the capital stock of 
the Company, payable on August 
15, 1952, to stockholders of rec- 
ord at the close of business July 
15, 1952. 


E. E. DUVALL, Secretary 
June 19, 1952 
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AMERICAN VISCOSE 
CORPORATION 


Dividend Notice 


Directors of the American Vis- 
cose Corporation at their regular 
meeting on July 2, 1952, de- 
clared dividends of one dollar 
and twenty-five cents ($1.25) per 
share on the five percent (5%) 
cumulative preferred stock and 
fifty cents (50¢) per share on the 
common stock, both payable on 
Aug. 1, 1952, to shareholders of 
record at the close of business on 
July 16, 1952. 


WILLIAM H. BROWN 
Secretary 

























256th Dividend 
since 1899 


On June 26, 1952, 

dividend No. 256 

of fifty cents (50¢) per 

share was declared by 

the Board of Directors 

out of past earnings, 

payable on Oct. 1, 1952, 

to stockholders of record 

, at the close of business 
Sept. 10, 1952. 


F. DUNNING 


lent and Secretary 


THE YALE & TOWNE MFG. CO. 











TAPPING A VOLCANO. There’s a power short- 
age in Italy. And one interesting method of 
helping to alleviate it is with volcanic steam. 
Here is an “Oilwell” drilling rig, made by 
U. S. Steel for use in the oil fields, being used 
to drill an Italian volcanic steam well. One 
of these rigs recently brought in a record- 
breaking well which is producing at the rate 
of 650,357 pounds of volcanic steam per hour. 


ERASING 13 YEARS. A boiler house, located in 
an extremely corrosive industrial atmosphere, 
was built with roof and siding of U-S’S Stain- 
less Steel 13 years ago. This picture shows an 
ordinary gum eraser easily removing the 13- 
year accumulation of mill dirt on the building 
to reveal that the stainless steel beneath is 
still bright, shining, unmarred. 





SPRING SONG. The pleasant music of speed, accuracy and effi- 
ciency which is played on the keys of countless machines for 
office and home, is made possible only by small and usually 
unseen springs of steel. Almost without exception, the spring’s 
the thing that keeps the mechanism singing. U. S. Steel makes 
millions of American Quality Springs for such uses every year. 


LOMO wecvemss. 


MORE THAN 160 kinds of steel are supplied to auto makers by U. S. Steel ..- 

each one designed to do a particular job, to make your car safer, stronger, 

better. But even a fine piece of machinery like a modern car can’t think fot Jaygpicay 
itself. You have to do that. So be careful when you drive .. . the life you savé J we, « 
may be your own! 


TRUSTS AND ESTATES 


0 so many jobs so well 


COTTON SEED PILER. This new machine, the first of its kind, piles cotton seed 50 feet. 
high on both sides of the track it travels on. The seed, unloaded from trucks, is 
carried on bucket elevators up the perpendicular columns, then on belts out to the 
ends of the horizontal arms. This efficient cotton seed piler was built by U. S. Steel. 


FACTS YOU SHOULD KNOW ABOUT STEEL—In 1951, approximately 1,365 pounds of steel ingots 
and castings were made by the American steel industry for every man, woman and child in the continental 
United States. 


UNITED STATES STEEL 
Helping to Build a Better America 


AMERICAN BRIDGE... AMERICAN STEEL & WIRE ond CYCLONE FENCE..COLUMBIA-GENEVA STEEL..CONSOLIDATED WESTERN STEEL..GERRARD STEEL STRAPPING .. NATIONAL TUBE 
OLWELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL COMPANY, PITTSBURGH: 
GUNNISON HOMES, INC. * UNION SUPPLY COMPANY : UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 


This trade-mark is your guide to quality steel 


JuLty 1952 








MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 








YIELDS OF YIELDS OF PRICES DIVIDENDS, 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
IN PERCENT . IN PERCENT 80 PRICES AND DIVIDENDS 
($ PER SHARE) 
IOYEARS 
~~ " 
a DIVIDENDS | 
al LONGEST — . oo 
50 ° $ / A 
Vs / 
Loncest = «9 Wy / 
INELIGIBLE }~=\4\_d NN 
275 ov 
June May June 
1952 1952 1951 1952 1951 1946-50 1941-45 1931-40 1919-1930 
— End of Month — ———_ Range for Period 
1. U. S. Government Bond Yields 
3 Year Taxable Trent. ........2-.::2....--- % 2.07 1.96 2.08 2.14-1.90 2.20-1.68 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year " o ‘ N% 2.22 2.13 2.15 2.24-2.03 2.26-1.76 1.87-1.06 1.70-1.24(a) (a) (a) 
10-Year - - hiniimeeion WH 2.37 2.35 2.29 2.39-2.20 2.40-1.95 2.19-1.38 2.10-1.49 (a) (a) (a) 
Longest Term Eligible ..................... % 2.58 2.58 2.60 2.71-2.53 2.70-2.21 2.43-1.96 2.48-2.03(a) (a) (a) 
Longest Term Ineligible ................. % 2.62 2.61 2.68 2.76-2.56  2.74-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
2. Corporate Bond Yields 
Aaa Rated Long Term .................... % 2.94 2.93 2.99 3.03-2.91 3.04-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa ” 7” sedge oe ort roar eee % 3.03 3.02 3.04 3.08-2.99 3.09-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A a6 os ” —mmenne Op 3.19 3.20 3.27 3.34-3.19 3.33-2.87 3.23-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa = = a oo % 3.50 3.49 3.54 3.63-3.48 3.64-3.15 3.57-2.93 4.47-3.06 12.96-4,42 8.56-5.32 
3. Tax Exempt Bond Yields 
Aaa Rated Long Term .................... % 1.74 1.72 1.83 1.77-1.65 1.85-1.28 1.98-0.90 1.84-0.93 2.81-1.56(b) (b) 
Aa ” ” es nim» % 1.94 1.87 2.09 1.96-1.81 2.11-1.37 2.21-1.04 2.11-1.21 3.02-1.78(b) (b) 
A a ” i ee % 2.26 2.22 2.49 2.38-2.13 2.50-1.72 2.64-1.28 2.49-1.49 3.29-2.11(b) (b) 
Baa - ” si ine~,hv—«—«,«s: “a 2.65 2.59 2.74 2.65-2.48 2.74-1.98 3.05-1.57 2.94-1.80 3.71-2.60(b) (b) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
EC ee enero N 3.93 3.92 4.01 4.03-3.92 4.10-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade ............cccccccrceccre GO 4.83 4.85 4.86 4.89-4.83 4.96-4.72 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
NN % 3.72 3.69 3.83 3.90-3.69  3.88-3.45 3.92-3.27(c) (c) (c) (ec) 
Medium Grade ...... satatitiaicsnisiiatess a 4.01 3.98 4.04 4.15-3.96 4.25-3.77 4.20-3.52 (c) (c) (c) (c) 
Utilities—Low Dividend Serie 
I IIR ao irtcadacccnesinncecticienss % 3.98 3.96 4.10 4.24-3.94  4.20-3.80  4.24-3.40(c) (c) (c) (c) - 
Medium Grade % 4.39 4.33 4.48 4.71-4.33 4.71-4.19 4.65-3.69 (c) (c) (c) (c) ] 
5. Common Stocks 
125 Industrials—Prices (e)  ........... 77.01 73.99 66.75 77.01-71.73 74.24-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (d) 
125 Industrials—Dividends (e) .... 4.22 4.22 4.53 4.22-4.18  4.52-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(d) 
125 Industrials—Yields %  ......-..... 5.48 5.73 6.79 5.87-5.48 6.79-5.56 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (d) 
(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—125 Industrials Averages date from Jan. 1, 1929. 
(b)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—Dollars per share. 


(c)—Low Dividend Preferred Yield Averages in this series date from 
Jan. 2, 1946. 
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BOARD OF DIRECTORS 


WALTER J. CUMMINGS 


Chairman 


J. Q. ADAMS 


Real Estate 


CARL A. BIRDSALL 


President 


CHAUNCEY B. BORLAND 


Managing Owner, Borland Properties 


CHAMP CARRY 


President, Pullman Incorporated 


D. A. CRAWFORD 


Director, Pullman Incorporated 


EDWARD A. CUDAHY 
Chairman of the Board, The Cudahy Packing 
Company 


JOHN F. CUNEO 


President, The Cuneo Press, Inc. 


MARSHALL FIELD 

President, Field Enterprises, Inc. 
LAWRENCE P. FISHER 

Director, General Motors Corporation 
CHARLES Y. FREEMAN 

Chairman, Commonwealth Edison Company 
THEODORE V. HOUSER 


Vice Chairman of the Board, 
Sears, Roebuck and Co. 


JAMES R. LEAVELL 
Banker 


WILLIAM H. MITCHELL 


Partner, Mitchell, Hutchins & Co. 


ROBERT H. MORSE, JR. 
President, Fairbanks, Morse & Co. 
PETER V. MOULDER 
Executive Vice President, 
International Harvester Company 


A. W. PEAKE 

President, Standard Oil Company (Indiana) 
H. A. SCANDRETT 

Railroad Executive, retired 

FRANK F. TAYLOR 

Vice President 


HERMAN WALDECK 


Executive Vice President 


R. L. WILLIAMS 
President, Chicago and North Western 
Railway System 


CHARLES D. WIMAN 


President, Deere & Company 






Continental Illinois National Bank 


and ‘Trust Company of Chicago 


You are invited to use the facilities of our Bond Department 


Statement of Condition, June 30, 1952 


RESOURCES 
Cash and Due from Banks....... ....$ 663,290,898.62 
United States Government Obligations. 1,076,597,084.12 
Other Bonds and Securities........ ..  144,453,342.35 
Loans and Discounts. ............e- 648,770,372.05 
Stock in Federal Reserve Bank..... ak 5,250,000.00 
Customers’ Liability on Acceptances... 1,319,675.45 
Income Accrued but Not Collected.... 6,865,627.12 
Banking House..... (wens nee 8,850,000.00 
$2,555,396,999.71 

LIABILITIES 
i MPP TTT TTT Tee Te TT ee ee $2,331,275,570.96 
eS er re 1,319,675.45 
Reserve for Taxes, Interest, and Expenses 8,476,925.23 
Reserve for Contingencies............ 18,106,042.15 
Income Collected but Not Earned..... 1,015,823.87 
Capital Stock (2,250,000 shares. Par value $334%) —75,000,000.00 
ae saci ewisnsicd techie .  100,000,000.00 
Charen FR. 5 ct dc ewe dbcdinns 20,202,962.05 


$2,555,396,999.71 








United States Government Obligations carried at $248,901,249.86 
are pledged to secure public and trust deposits and for other 
purposes as required or permitted by law 


Member Federal Deposit Insurance Corporation 


to meet your investment requirements for United States 


Government, State, and Municipal securities 

















Silver Anniversary Meeting 


of MDRT 


The twenty-fifth anniversary Million 
Dollar Round Table Meeting was held 
at the Mount Washington Hotel, Bretton 
Woods, N. H.. from June 13 to June 17. 
The “room-hopping” system of small 
informal sessions conducted simultane- 
ously in a series of rooms allowed 
-MDRT members to learn the experience 
of other members, and profit from small 
group discussion. Leaders of the room- 
hopping sessions and their subjects in- 


cluded: 


Business Insurance, Eugene Rappa- 
port, C.L.U., Pacific Mutual. Chicago. 
Harry R. Schultz, C.L.U., Mutual Life 
of N. Y., Chicago, Dan A. Kaufman, 
C.L.U., N. W. Mutual, Chicago, and 
Carl P. Spahn, Equitable of Iowa, Chi- 
cago. 

Estate Planning, Kenneth R. Mac- 
kenzie, C.L.U., New England Mutual, 
Boston, Adolph E. Gillman, N. W. Mu- 
tual, Baltimore, Sadler Hayes, Penn 
Mutual, New York, and John Kellam. 
C.L.U., National Life of Vermont. New 


Canaan, Conn. 


Estate Planning In Community Prop- 
erty States, Sanford M. Bernbaum. 
C.L.U., Penn Mutual, Seattle, and Clar- 
ence L. Hagstrom, Mass. Mutual, Seattle. 

Employee Benefit Planning in Canada, 
Charles C. Peck, Canada Life, Toronto, 
and Rodney Hull, Mutual Life—Canada 


Life. Toronto. 


Insuring Deferred Compensation 


Plans, Charles H. Weiss, New England 





sp ty 
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Citizens National 


~~ Bank 


OF LOS ANGELES 





Mutual, New York, and Harold N. 
Sloane, C.L.U., Continental Assurance, 
New York. 

Estate Planning and Business Insur- 
ance in Canada, Merton Durant, Canada 
Life, Toronto, and Kenneth G. Brown, 


C.L.U.. Canada Life, Hamilton, Ontario. 


How To Sell Life Insurance Through 
the Use of Wills, Sidney Weil, Mutual 
Benefit of N. J., Cincinnati. 


Employee Benefit Plans, Laurence J. 
Ackerman, Dean. School of Business 
Administration, U. of Connecticut. 


A AA 


Income Use of Insurance Grows 
Nearly $700,000,000 of the policy 


benefits going to life insurance policy- 
holders and beneficiaries in 1951 were 
set aside with their life companies to 
be paid out as income. according to 
the Institute of Life Insurance. This in- 
come use of life insurance has increased 
materially during the past decade. In 
1941, the total benefits set aside for 
income payment were less than $400.- 
000,000. Ten years before that, the total 
was below $100,000,000, and in 1920 
than $20,000,000 was set aside 
by policyholders and beneficiaries for 
income payment. 


“Today's $265,000,000.000 of life in- 
surance outstanding in the United States 
is twice the total ten years ago and 
three times the total in the late "Twen- 
ties. At least some of the credit for that 
expanded ownership goes to the meas- 
urement of life insurance needs in terms 


less 





rust and Gatate Speeialists : 
or Greater S09 C£ngeles 


SINCE 1890 











Member 
Federal Deposit 
Insurance Corporation 


of income, rather than lump-sum settle. 
ment,” the Institute comments. 


“The natidn’s 200.000 life insurance 
agents have been largely instrumental 
in developing this changed concept of 
life insurance. As a result of their plan. 
ning and programming work along in. 
come lines during the past 20 or 30 
years, millions of American families 
now have their life insurance set up 
in terms of income payment.” 


By the start of this year, the total 
of funds accumulated over the years 
for income use had reached $5,700,000.- 
000. Actual payments in 1951 from these 
accumulated funds were $580,000,000, 


A AA 


Pennsylvania Trust Operations 
Surveyed 


Based upon six groupings by total 
resources, and covering operations of 
about 40° of its members, the Pennsyl- 
vania Bankers Association’s “Compre- 
hensive Survey” reveals that the trust 
departments of the larger units were 
more profitable in 1951 than those of 
the smaller banks. The highest ratio 
of total net profits from trust operations 
to total earnings was 17.34% in the 
$50-100 million bank class, declining to 
around 5% in the smallest group of 
$1 to 5 million. The survey shows that 
this most successful earning group does 
not rely upon outside help in selecting 
and supervising investments but that 
as the size of the bank and therefore 
the size of the staff declines, more de- 
pendence upon outside investment ad- 
vice is evident. 

With reference to discretionary trust 
funds, the following generalizations as 
to investment percentage in 195] may 
be made: the smaller institutions relied 
more upon government and corpora- 
tion bonds and preferred stocks than 
did the larger departments, also “other 
investments” which presumably, to a 
considerable degree, represent local 
mortgages and miscellaneous commit- 
ments. As the trust department becomes 
larger, the percentage of common stock 
increases, reflecting the ability of the 
bank to maintain a staff of experts to 
select and: follow this volatile, but im- 
portant, investment category. 


In reply to a question as to the use 
of common stocks as trust investments 
in legal accounts under the Pennsyl- 
vania Prudent Man Rule, under both 
$50,000 and $100,000 groupings, the 
response on the part of the larger de- 
partments was greatly in the affirmative, 
tapering off with the size of the bank. 
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GIFT TAX ON PROPERTY SETTLEMENTS 


KNOX FARRAND 


Member of California State Bar; Los Angeles 


HE DETERMINATION OF GIFT TAX 
consequences of property  settle- 


ment transactions involves the interpre- 
tation of the basic gift tax law itself 
which merely imposes a tax upon the 
transfer of property “by gift,” without 
spelling out what constitutes a_ gift, 
other than to provide that where prop- 
erty is transferred for less than an ade- 
quate and full consideration in money 
or money's worth, then the amount by 
which the value of the property ex- 
ceeds the value of the consideration shall 
for gift tax purposes be deemed a gift. 


Consideration which is ample to sup- 
port a contract may be insufficient to 
prevent a transfer from being taxed as 
a gift. The Supreme Court in the 
Wemyss and Merrill cases in 1945 de- 
cided that taxable gifts were made in 
two situations involving antenuptial 
property settlements. In the Wemyss 
case (324 U.S. 303) the taxpayer pro- 
posed marriage to a widow who was 
receiving income from certain trusts 
established by her deceased husband, 
which income she would lose upon re- 
marriage. As an inducement for mar- 
riage, the taxpayer entered into an 
agreement with her under which he 
transferred to her certain shares of stock 
of the value of some $150,000. 


In the Merrill case (324 U.S. 308) the 
taxpayer, a man worth several million 
dollars, proposed marriage to a young 
woman owning little or no property. 
Prior to marriage he agreed to establish 
for her an irrevocable trust for $300,- 
000. and to make certain testamentary 
provisions in her favor: the transfer in 
trust was made after marriage. By the 
agreement she released all rights that 
she might acquire as wife or widow in 
and to taxpayer’s property. except the 
right to maintenance and support. 


In each instance. the Supreme Court 
upheld the imposition of the gift tax. In 
the Wemyss case the Court said that 
the transfer of stock to the intended 
wife was not an ordinary transaction at 
arm's length, and that the detriment 
suffered by the transferee in giving up 
her previous income, since it did not 
benefit the donor, was not such a con- 
sideration as to relieve the transfer by 
him from being a gift. In the Merrill 
case, the Court reasoned that con- 
gressional intent, in the enactment of 


JuLy 1952 


This article continues the series of an- 
swers, begun in the January issue, to 
questions submitted to the Panel on 


Fiduciary Taxes, sponsored last year by 
Title Insurance & Trust Co. of Los An- 
geles. The material has been brought up 
to date. 





both the gift tax and the estate tax 
provision limiting deductible claims, 
was that relinquishment of dower and 
other marital rights does not constitute 
the “adequate and full consideration in 
money or money's worth” which is con- 
templated by the statutory wording. 


E. T. 19 


Back of the reasoning in both cases 
is the underlying assumption that the 
purpose of the gift tax was to supple- 
ment and reinforce the estate tax. and 
that in order for a transfer to escape 
the gift tax, the consideration for the 
transfer must pass to the donor and 
thereby augment his estate. 


Following these decisions. the Com- 
missioner issued in 1946 a ruling known 
as E.T. 19. laying down principles cov- 
ering the extent of the taxable gift in- 
a settlement incident to di- 
vorce or legal separation. The ruling 
in effect holds that relinquishment of 
marital rights such as dower. curtesy 
or the like is not such a consideration 
as will prevent a transfer from becom- 
ing a taxable gift. On the other hand. 
a release by the wife of her right to 
support and maintenance may 
tute a consideration in money or 
money’s worth within the meaning of 
the law, and consequently a_ transfer 
made for such a consideration is not 
taxable. Lastly. the ruling says that the 
establishment of a reasonable allocation 
between release of reasonable support 
rights and release of other marital rights 
is a matter for administrative determin- 
ation by the Bureau. in the absence of 


volved in 


consti- 


a reasonable allocation or segregation 
by the parties. 


Harris Case Analyzed 


The most recent word by the Supreme 
Court in this field is Harris v. Comm., 
(340 U.S. 106, 95 L. Ed. 79 (1950). 
There both spouses had substantial prop- 
erty interests. The divorce was obtained 
by the wife in Nevada in 1943. By the 
agreement the parties reached an under- 


standing respecting all of their various 
property interests, the settlement of cer- 
tain litigated claims, the assumption of 
obligations, and the transfer of proper- 
ties. The Commissioner found that the 
value of property transferred by the wife 
to the husband exceeded the value of 
that received by the wife by over $100,- 
000, and assessed a gift tax upon her, 
on the theory that the rights given up 
by the husband did not constitute ade- 
quate and full consideration. 


The Supreme Court conceded that had 
the parties settled their affairs solely 
on the basis of the agreement, there 
clearly would have been a taxable gift, 
since the consideration was merely a 
relinquishment of marital rights. How- 
ever. there were additional facts which 
proved determinative of the case. The 
agreement recited that it was to be ap- 
proved by the divorce court and not to 
be effective until entry of a final decree. 
The agreement also provided that it was 
to survive the decree. The decree ap- 
proved the agreement and directed the 
transfers be made accordingly. 


The court reasoned that on this state 
of facts the transfer was not pursuant 
to a “promise or agreement” in the 
statutory sense, but was made by the 
court decree. and thus was not a tax- 
able event reached by the gift tax. Ap- 
parently, the reasoning sets aside the 
question of whether an adequate con- 
sideration was received for the transfer, 
and substitutes as the test whether the 
rights and obligations of the parties 
arise from the divorce decree rather 
than the arrangement submitted to the 
court. 


Caution should be observed before 
placing too much reliance on the mere 
results of these decisions. The five-four 
division of the Court in the Merrill and 
Harris cases, and the manner in which 
the results hinged on the particular fact 
situations involved, dictate the advisa- 
bility of analyzing each proposed trans- 
action carefully in the light of the cases 
and the Treasury ruling. As a practical 
matter it may be observed that generally 
speaking gift tax problems become. im- 
portant only in case of the larger lump- 
sum settlements, and are not involved 
in ordinary agreements calling for pe- 
riodic support payments in moderate 
amounts to the wife. 
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HE TRADITIONAL QUESTION-BOXx PE- 
gino at the Connecticut Trust Con- 
ference*, held this year at New Haven 
on May 7th, was under the customary 
capable handling of G. Harold Welch, 
president of the C.B.A. and vice presi- 
dent of The New Haven Bank, N.B.A. 
The panel (with their topical areas) 
consisted of: 


Trust Administration: J. Gordon At- 
kins, vice president and trust officer, 
Stamford Trust Co. 


Public Viewpoint: Herbert Brucker, 
editor, The Hartford Courant. 


Life Insurance and Estate Planning: 
Charles K. Gordy, C.L.U., general 
agent, Fidelity Mutual Life Insurance 
Co., New Haven. 


Legal Aspects: Judge Patrick Healey, 
associate trust officer, Citizens and Man- 
ufacturers National Bank, Waterbury: 
executive secretary and treasurer, Con- 
necticut Probate Assembly. 


Summaries of the replies follow, ar- 
ranged by subject matter, with paren- 
thetical comments by panel members 
other than the direct respondent. 


Trust Administration and 
New Business 


(Mr. ATKINS) 


There has been substantial evidence 
of new business (about 14 accounts) 
resulting from the three trust forums 
which Stamford Trust Co. has presented 
during the past two years, directed 
primarily to women. It is difficult to 
appraise the results because many 
people are formulating plans about 
which the bank will not hear for years. 
In any event, the effort is to keep for- 
ums a medium of public information on 
trust services rather than an immediate 
producer of business. 


(Mr. Brucker: The Courant published 
an editorial endorsing the forum idea. 
Judge Healey: The Waterbury experi- 
ence indicates that forums have served 
a useful purpose in making people con- 
scious of trust services and their ad- 
vantages. ) 


A trustee under a marital deduction 
trust makes distribution on the death 
of the second spouse at his own peril if 
the remaining estate of the second de- 
cedent is insufficient to meet the tax 


*The newly elected C.B.A. vice president in 


charge of the Trust Division is Lucian D. Warner, 
trust officer of the Colonial Trust Co. 
bury. 


in Water- 
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liability created by the inclusion of the 
marital deduction and other property 
in the gross estate. (Judge Healey: The 
trustee may apply to the Internal Reve- 
nue Department, setting forth all the 
facts, and ask for a clearance certificate, 
issuance of which lies within the dis- 
cretion of the Commissioner who may 
impose such conditions as he sees fit.) 

Whether advances should be made to 
legatees after the time allowed for filing 
claims has elapsed, is a question upon 
which generalization cannot be made. 
For example, in large estates, it is a 
matter of judgment whether to distrib- 
ute small general bequests, in whole or 
in part. The amount of liquid assets in 
the estate should have an important 
bearing on the decision, as should any 
testamentary provision respecting pay- 
ment of death taxes, for in the latter 
connection the executor would proceed 
even more cautiously if taxes are to be 
apportioned. (Judge Healey: The 
danger of premature distribution lies in 
the possibility that the Probate Court 
may reopen and extend the period for 
filing claims. The executor, of course, 
may always request an order for pre- 
liminary distribution which would con- 
stitute complete protection.) 


A bank should not suggest to an 
agency customer that he cash E bonds 
merely because of the disapproportion- 
ate expense to the bank in keeping them 
on the records. That action should be 
dictated only by the customer’s best 
interests. As a practical matter, E bonds 
have not presented any great problem. 
(Mr. Brucker: It is infinitely more val- 
uable to the bank to be completely 
above board with its customers even 
though additional trouble or expense 
is involved.) 

The large or medium-size trust de- 
partment is not justified in charging 
to a trust the 14 of 1 per cent fee which 
it might pay to a mortgage broker or 
servicing agent for servicing FHA or 
other monthly installment mortgages, 
even though the bookkeeping expense 
is high. Small trust departments might 
find it necessary to engage such out- 
side services. If the trustee does not 
have the servicing facilities, there is 
some question whether it should not it- 
self pay for the outside assistance. 


Public Viewpoint 
(Mr. BRUCKER) 
People generally do feel that trust 











TRUST QUESTION BOX 


services are only for the very wealthy 
. . RE 4 . e 
and that the cost is prohibitive: 


(Mr. Atkins: We have made a great 
deal of effort to inform the public that 
a very large percentage of our accounts 
are under $25,000, which has amazed 
those apprised of that fact. Mr. Gordy; 
Advertising exploding the exaggerated 
notion of high trust costs and low net 
income would be most helpful in in. 
creasing trust business.) 


There is probably no substitute for a 
better wage in attracting young men 
to trust work. It seems rather’ extraordi- 
nary that banks should be faced with 
a recruitment problem, since news. 
papers—whose salaries are low—have 
no difficulty on that score, primarily 
because of the romance of the newspaper 


business. 


(Mr. Atkins: The future of the trust 
business must be made appealing. Ac- 


cording to articles by Harry Bardt—see 


T.&E., Feb. °52. p. 94 other 


sources, there is great reason to believe 


and 


that the business will flourish for many 
The 


large field for a wide variety of talents. 


years. trust business presents a 
Executive Manager Richard Rapport: 
Salary is only one small part of the bill 
of goods to sell. Other items in the pack. 
age are the challenge of the trust busi- 
ness, the opportunity to assist in ad- 
vising young people in the personal and 
educational life, and to help those who 
to solve their 
ultimate financial problems. Mr. Gordy: 


The insurance fraternity is experiencing 


have amassed fortunes 


increasing personnel difficulty because | 


of the insistence on at least a drawing 
account and in some cases salary plus 
drawing, whereas in former times com- 
missions were the sole basis of com- 
pensation. Competition from industry 
is the principal reason for this develop- 
ment. ) 


(H. P. & New 


Haven Trust Co.: Good progress has 


Brightwell, Union 


been made in an educational program 
in New Haven schools by virtue of the 
tours by 2,000 high school juniors 
through the five clearing house banks 
during the past two years. And early 
in May the third annual Business-In- 
dustry-Education Day was another in- 
stance of reaching people who can do 
a large part of the selling job for 


banks. ) 


TRUSTS AND ESTATES 


Li 


It 
ance 
under 
cape 
many 
proce 
benef 
strato 
tax @ 
on su 

A 
givin 
nor : 
trustr 
custo! 
him | 
Atkin 
that t 
adequ 
his ¢ 
longe 
client 
servic 


It 
witne 
ploye 
conte 
tages 
ted e 

Co 
posit 
corpe 
to ar 
ted, 3 
the 1 
of a 
ated 
meth 
is to 
will 
bequ 
ident 


Jun 


althy ; 


rreat 

that 
uNnts 
azed 
rdy; 
ated 
net 


ora 
men 
ordi- 
with 
ews: 
have 
arily 
aper 


rust 
Ac- 
-see 
ther 
ieve 
any 


nts. 
ort: 

bill 
ack. 


usi- 

ad- 
and 
who 
heir 


ing 


use | 


ring 
lus 
om- 
om- 
stry 
lop: 


lew 
has 
am 
the 


for 


Life Insurance-Estate Planning 
(Mr. Gorpy) 


It is not possible to make life insur- 
ance payable directly to the trustee 
under the insured’s will and thus es- 
cape Succession Tax. In the first place, 
many companies refuse to make the 
proceeds payable other than to a named 
beneficiary or the executors or admini- 
strators of the insured. Secondly, the 
tax authorities would doubtless insist 
on subjecting the proceeds to tax. 

A trust officer is not warranted in 
giving leads to a life insurance agent 
nor should an agent seek them. The 
trustman could recommend a friend or 
customer to purchase insurance but urge 
him to see his own underwriter. (Mr. 
Atkins: Where the trust officer knows 
that the prospect is badly in need of an 
adequate life insurance program or that 
his own competent underwriter is no 
longer available, he will be doing the 
client a favor by recommending the 
services of a chartered life underwriter. ) 


Legal Aspects 
(Jupce HEALEY) 


It is better policy not to have as the 
witnesses to a will persons who are em- 
ployees of the bank. Should there be a 
contest, there are psychological advan- 
tages in having had the document execu- 
ted elsewhere. 


Connecticut having taken a definite 
position, as far back as 1907, against in- 
corporation into a will by reference 
to any instrument not similarly execu- 
ted, it would be dangerous to bequeath 
the residue of an estate to the trustee 
of a voluntary life insurance trust cre- 
ated by the testator. The only 
method of accomplishing the objective 


safe 


is to repeat the trust provisions in the 
will either verbatim or in essence. A 
bequest simply to the bank without 
identification of it as trustee (with a 


provision in the inter vivos agreement 
that any funds received from the estate 
are to be added to the trust) might be 
valid. In such case, the bequest would 
in all probability be in Class C for 
Succession Tax purposes (although it 
was indicated from the audience that 
in at least one State—Ohio—the tax 
authorities would consider evidence of 
the real beneficiaries) . 


The recent decision by the Connecti- 
cut Supreme Court of Errors in Bach- 
mann v. Reardon (see page 471, June 
issue) places upon every executor. the 
burden of determining whether or not 
any joint and survivor bank account 
of the decedent should be included in 
the inventory of assets and the funds 
recovered for the estate. The depositary 
is protected by the saving statute in 
making payment to the survivor but, 
while the executor would be immune 30 
days (the time for appeal) after ad- 
judication of the final account, it is 
under a duty to investigate the circum- 
stances to ascertain whether the de- 
cedent actually intended a gift in estab- 
lishing the joint account or merely an 
arrangement to become effective at 
death, in which latter event the deposit 
would be an asset of the estate. In case 
of doubt, the executor should litigate 
the question. One factor indicating an 
intention to make a present gift would 
be contributions to, and withdrawal of, 
the funds by the other joint depositor 
with the knowledge of the creator of 
the account. It would appear to be im- 
material whether the account was origin- 
ally a joint one or became such subse- 
quently by the addition of the second 
name. The principle of the Bachmann 
decision would seem to be applicable to 
other types of property held in joint 
names, except possibly such bonds as E 
bonds because of the Federal legislation 
on the subject. 
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Trustees who do not await the ex- 
piration of the appeal period after the 
final account before making distribution 
are running risks not only as to the 
amount that the Probate Court has de- 
termined or that may be payable to the 
beneficiaries but also as to ascertain- 
ment of the beneficiaries. However, if 
the fiduciary is certain of the identity 
and competency of all the beneficiaries 
and they all join in a waiver and final 
release, it would be justified in making 
distribution within the month appeal 
period. 

Technically, a bank should not ac- 
cept appointment as conservator of the 
estate of an individual who is indebted 
to the bank, because of the possible 
conflict of interests. As a practical mat- 
ter, however, that conflict may be so 
inconsequential as not to prevent the 
bank from acting. 


Under the Connecticut statute regard- 
ing the ascertainment of income on 
bequests during the period of admini- 
stration, the income should be taxed 
to the trust beneficiary only if payment 
is actually and properly made to him 
during the taxable year. Otherwise, the 
income is taxable to the estate. 
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_ TWAIN, ROBERT LOUIS STEVEN- 
SON AND ARTHUR GODFREY — as 
well as the nameless copywriters for 
travel agencies — have written so much 
about the Hawaiian Islands that it would 
not seem worthwhile to add one more 
sentence about these gems of the Pacific 
and their charming and hospitable in- 
habitants. And even the most constant 
readers of this journal may now be 
satiated with news about the way in 
which the art of estate planning is in- 
terpreted to the laity by way of Finance 
Forums for Men and Women. 

But I doubt whether anyone has writ- 
ten a piece linking the pleasures of 
Hawaii and estate planning — and so I 
accepted the editor’s invitation to give 
this report. It was the 1952 Finance 
Forum for Men and Women sponsored 
by the Bishop Trust Company Ltd. of 
Honolulu which started me on this ad- 
venture and really taught me the mean- 
ing of the word “aloha.” 

The subject of the first session of the 
Forum (May 1) was “Life Insurance in 
Your Personal Financial Plan” and was 
handled by four speakers: Phil Brooks 
(vice president and manager, Hawaiian, 
Insurance Agencies, Ltd.) who discussed 
“Programming Your Life Insurance;” 
John O’B. Cullen, (manager, Honolulu 
branch office of New York Life Insur- 
. ance Co.) who analyzed “Life Insurance 
as a Vehicle of Estate Creation;” James 
Y. T. Leong (general agent, American 
National Insurance Co.) who spoke about 
“Life Insurance for Women;” and Gor- 
don Tanioka (C.L.U., general agent, 
American Mutual Life Insurance Co.) 
whose topic was “Life Insurance on Lives 
of Children.” 

The second session (May 8), devoted 
to “The Place of Common Stocks in Your 
Personal Finance Plan,” was assigned 
to George H. Kellerman, vice president 
of Bishop Trust Co. and manager of its 
stock and bond department, who has 
three times served as president of the 
Honolulu Stock Exchange. The jargon 
of the investment counsellors is even 
more dreadful than that of the tax law- 
yers, but Mr. Kellerman’s ‘ 16-page 
brochure, distributed at the Forum, is a 
model of the kind of thing that should 
be written for would-be investors and is 
equal utility to the seasoned investor. 
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ALOHA APPROACH 
to itech iy lanning 


By JOSEPH TRACHTMAN 


New York Legal Editor of Trusts anp Estates 


The subject of the third session was 
“Taxes and Your Personal Financial 
Plan,” and it was ably covered by Herbert 
C. Dunn, C.P.A. Mr. Dunn, a member 
of Cameron, Tennent and Greaney, has 
twice been president of the Hawaii 
Society of Certified Public Accountants. 


“How a Modest Estate Can Be Made 
to Do the Most For One’s Family” was 
the subject of the final session of the 
Forum and was assigned to me. The ques- 
tions that were put to me following the 
lecture showed the usual incredulity that 
joint survivor ownerships may complicate 
rather than simplify, but I hope that 
I succeeded in making my point that they 
can cause pilikia nui (much trouble) un- 
less the possible consequences are fore- 
seen. 

With 800 in the audience there were 
the inevitable summons for doctors, who 
were taking a night off, to go to the 
telephone — and so I wondered (out 
loud) why it was that one never, never 
hears similar summons for lawyers. Some 
day some earnest, enterprising lawyer is 
going to “plant” one. 

When one has been on the Finance 
Forum circuit for some years, he becomes 





The Princess of Niihau in her holoku. 





accustomed to the final remarks of the 
chairman of the meeting — whether or 
not deserved. But on this occasion, in 
addition to the usual ritual, I was pre- 
sented with a beautiful lei, which by it- 
self was not unusual, for a lei is always 
presented on one’s arrival or departure 
— and I left quite a few in the refriger- 
ator of the Royal Hawaiian Hotel. Nor is 
it unusual to be kissed on the cheek 
as part of the presentation. But what 
made my appearance on the stage of 
Dillingham Hall* so memorable was that 
the presentation was made by Mrs. Hat- 
tie Kaloa Simerson, a member of the 
staff of the Bishop Trust Co., who is a 
Princess of Niihau and a skilled Pa-u 
rider, a group of trained and traditional- 
ly costumed horsewomen representing the 
Islands — and who on this occasion was 
garbed in a holoku in keeping with her 
rank. 


THE BIsHop TRUST 


The Bishop Trust Co. Ltd. does no 
banking business. Its primary work is 
serving as fiduciary, much like the trust 
department of a mainland institution. 
But it also acts as financial agent, and 
its functions as such are diverse, so that 
it has eleven separate departments. For 
its customers it will buy and sell secur- 
ities, act as lessor or lessee and do hun- 
dreds of different kinds of financial 
chores. It has a wholly owned subsidiary 
which runs an insurance business. 

Bishop Trust is very progresive in pub- 
lic relations. The estate planning adver- 
tisements are of the best — with some 
printed in Japanese. This year’s Forum 
was preceded by a life insurance forum 
for leading local underwriters under the 
guidance of Paul H. Dunnavan, and in 
1950 it ran a Women’s Forum and in 
1951 a Men’s Forum. 


A few words with almost anyone on 
the staff is enough to demonstrate that 
there is plenty of akamai in the place, 
no mahope, and lots of wiki-wiki. To be 
“akamai”’ means to be wise, smart, 
canny; mahope is by-and-by, manana; 
and wiki-wiki is the equivalent of “step 


*Dillingham Hall is on the campus of Punahou 
School, a eampus equal to that of many New Eng- 
land colleges, and with a history as old and 4s 
interesting as some of them — set, however, among 
tropical trees and flowers. 
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on it.” The place runs smoothly under 
the guidance of its executive vice presi- 
dent, Gerald W. Fisher, who contradicts 
all the falsehoods that have been said 
about Princetonians. Edwin Benner, Jr., 
vice president and secretary — another 
first-rater — is in general charge of the 
trust department. 


Vincent J. Moranz, vice president, runs 
the estate planning department with zest 
as well as great skill, and he was the 
main organizer and moderator of the 
Forum sessions. A graduate of Harvard 
College and Harvard Law School, Vin- 
cent started out as a lawyer in Philadel- 
phia (and he can still be a Philadelphia 
lawyer if he has to). 


On the estate planning staff are George 
W. Dew, Conrad K. Akamine and Ray- 
mond W. C. Ho — and they would more 
than hold their own with any similar 
mainland team. George is a member of 
the bar of South Carolina and Hawaii. 
Conrad is a native of Honolulu, holds a 
degree in psychology from the U. of 
Hawaii, served in the U. S. Army, is 
secretary of the Hawaii Economy Study 
Club, and a director of the Japanese 
Junior Chamber of Commerce. Raymond, 
in addition to being a graduate of the U. 
of Hawaii, received his LL.B. from Yale 
in 1951. The trust department has two 
able secretaries, Mrs. Adele Culon and 
Miss Dona Geysenheyner, whose photo- 
graphs (below) answer the questions 
that are often asked about secretaries. 


ESTATE PLANNING SEMINAR 


Through Dudley C. Lewis, Esq., Presi- 
dent of the Bar Association of Hawaii, 
I was invited to conduct a seminar on 
estate planning for its members. The ses- 
sions on three afternoons were attended 
by about 80 lawyers. I presented a con- 
densation of the course in estate plan- 
ning in the Graduate Division of the 
Law School of New 


York University, 


stressing the problems of the average 
practitioner rather than the specialist. 


The lei presented to me by the Bar 
Association I did not leave in any re- 
frigerator; it is made of feathers, iri- 
descent blue and green, and is worn as a 
hat band. You can buy one on Park 
Avenue, but you have to be rich or reck- 
less of cost. 


Edward Homada (who handles real 
estate for Bishop Trust) arranged a 
tea house party at Mochizucki’s where 
you take off your shoes at the door 
and sit at a low table on cushions — 
and the food, brought in by the Geisha 
girls, includes Samoan crab, shrimp tem- 
pura, sasimi (raw fish) and sukiyaki 
(thin slices of beef cooked with vegeta- 
bles in a sauce that is at once pungent 
and delicate). 


First Trust Co. SEMINARS 


If you are a malihini (newcomer) you 
don’t know that Honolulu is on the is- 
land of Oahu — and that Hawaii is the 
name of another island, often called the 
“Big Island,” of which Hilo is the county 
seat and principal port, about 193 naut- 
ical miles from Honolulu. 


Judge Harry Irwin, President of the 
County Bar Association, invited me to 
repeat my Honolulu lectures at meetings 
sponsored by The First Trust Co. of 
Hilo, Ltd. The two meetings were at- 
tended by lawyers, life insurance under- 
writers and several ladies who asked 
some sharp questions on behalf of their 
husbands. 


James Henderson, president of First 
Trust, came from Scotland over 50 years 
ago. He has a generous portion of the 
treasures of this world and is living 
proof that the vaudiville jokes about 
the Scots are undeserved. There aren’t 
many who have as much pre-prohibition 
Okolehao (the Hawaiian counterpart of 
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Bishop Trust Co.’s Estate Planning personnel: (1. to r.) Raymond Ho, Vincent J. Moranz, 
Adele Culver, Dona Geisenheyner, Conrad K. Akamine and George W. Dew. 
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That’s Mr. Trachtman under the hat in one 
of his four newly acquired Aloha shirts. 


white mule, poteen or schlivevitz). John 
Dykes, treasurer and manager of First 
Trust, also came from Scotland 25 years 
ago. They’re making great strides in 
developing the company’s trust business. 
Due to Judge Irwin’s illness the seminar 
was under the chairmanship of Judge 
Martin Pence, who recently retired from 
the District Court Bench but who still 
sits as a magistrate several times a 
month, and carries on a thriving law 
practice in Hilo. 


Waikiki beach is all that has been said 
about it. Riding on surf boards is com- 
monplace. I did not try surf-boarding but 
I swam (or bathed) in the beautiful clear 
blue waters of the Pacific three times a 
day when I could. And through the cour- 
tesy of attorney Wilfred D. Godbold, who 
is president of the Outrigger Canoe 
Club, I came in on the waves in an out- 
rigger at 20 miles an hour. 


Another experience that does not fall 
to many travelers was a visit, on Mem- 
orial Day, to the Pacific National Cem- 
etery in the Punchbowl Crater, to see 
the graves of the Go-For-Broke Regiment 
and of Ernie Pyle — all heaped high with 
leis and every one in this too vast Arling- 
ton of the Pacific bearing at least one 
lei around its U. S. flag, made by the 
school children of Honolulu. 


ALOHA NuI LOA 


You may wonder what is the signifi- 
cance of the title of this account of my 
Hawaiian adventures. “Aloha” means 
love, welcome. It is said when you arrive 
and when you go — its essence is warmth 
and friendliness. That’s the way they do 
things in the Islands, whether it’s estate 
planning or anything else. “Nui” is much 
or big, and “loa” is long. And so for 
all my friends in the territory — soon, 
I hope, to be the State — of Hawaii, I 
have an Aloha Nui Loa.* 


*Some may wonder about my not saying any- 
thing about the other word so cften identified with 
Hawaii — the hula. This is a ceremonial dance, a 
thing of beauty, and has nothing to do with 
Minsky’s or the Old Howard — and a footnote is 
the proper place to direct thcse who ask about it 
with such leers and knowing locks. 
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FINANCE FORUMS INCLUDE BUILDERS 


A new kind of finance forum came 
into being when 275 building trades 
people—including major suppliers, gen- 
eral contractors and principal sub-con- 
tractors in the area—were invited to 
three meetings of a “Building Trades 
Finance Forum” conducted by Middle- 
town (Conn.) Savings Bank. The pur- 
pose was to correet misinformation 
about home financing, to present finan- 
cing opportunities that are not being 
used, and to create general interest and 
good will. Attendance averaged 125, 
coffee and doughnuts “added a lot to 
the occasion” and another series is 
planned for next year. 


Following its Women’s Finance For- 
um, Guaranty Bank & Trust Co., Flor- 
ence, S. C. (see May T&E, p. 381-2) 
reports it to be “one of the best public 
relations jobs we have done” and hopes 
to make the forum an annual affair. 
All of the speakers used understandable 
language and the question and answer 
period on Trusts, Wills and Estates re- 
ceived enthusiastic audience participa- 
tion. The sessions were conducted at the 
Country Club from 10:00 to 11:30 A.M. 
Literature distributed included “The 
Woman and her Bank;” “If you make 
No Will;” “Trust Services For You;” 
“Feminine Focus on Life Insurance” 
and “Bibliography for Finance Forums 
for Women.” 


Three forum meetings of the Peoples 
Bank & Trust Co., Westfield, N. J.., 
under the direction of Dorothy Wil- 


liams, well known public relations con- 
sultant, were supported by a response 
from the women greater than the ac- 
commodations of the school auditorium 
where they were held. Illustrating the 
differences in community factors affect- 
ing forums, in this case Monday eve- 
nings, ending on June 2, were chosen 
as the most favorable time. 


The second annual finance forum for 
women was held in April and May by 
Hamilton National Bank, Knoxville, 
first bank in Tennessee to offer a public 
forum of this type. 
A three session Forum on Estate 
Planning, conducted by Southern Trust 
Co., Clarksville, Tenn., drew an audi- 
ence averaging 175 and “stimulated a 
lot of thought in the minds of people 
in this area who have property,” ac- 
cording to president C. W. Bailey. The 
speakers included Mrs. Nancye B. Staub, 
president of the National Association of 
Bank Women. 


Women of Indianapolis responded en- 
thusiastically to American National 
Bank’s Finance Forum held on four 
Monday afternoons in May at Butler 
University. Addresses were followed by 
discussion periods and then refresh- 
ments. 


A variation in method used at Florida 
Vational Bank's ( Jacksonville) Women’s 
Finance Forum was the serving of light 
refreshments between the hour lecture 
and the forty-five minute question pe- 
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riod. Attendance averaged 300 from a 
total registration of 374 (limited be. 
cause of auditorium capacity), and 
questions not answered in the period 
allotted were answered to the questioner 
by mail. The sessions were held on 
Wednesday mornings from ten to twelve, 


Speakers and subjects at these forums 
were: 


SPEAKER SUBJECT 


Peoples Bank & Trust Co., 
Westfield, N. J. 


Mildred F. Stone, Director of Life 
Policyowner Services, Mutual Insurance 


Benefit Life Insurance Co. from 
Woman’s 
Angle 
Dorothy Williams Investments 


for Everyone 


Mrs. Nancye B. Staub, presi- Woman’s 


dent Association of Bank View of 
Women Wills and 
Taxes 


Hamilton National Bank, 
Knoxville, Tenn. 


Malcolm J. Bryan, president, Your Bank 
Federal Reserve Bank of 
Atlanta 
George C. Barclay, vice presi- Your Estate 
dent, City Bank Farmers 
Trust Co., New York 
Harold Cherry, executive vice Your 
president, Lionel D. Edie 


Co., New York 


Investments 


American 


Donald F. Barnes, Institute of Life 
Life Insurance, New York Insurance 
Joseph Trachtman, New York Wills and 
attorney and New York Legal Trusts 
Editor of Trusts AND 
ESTATES 
H. 1. 
Security 
ton, Ky. 
M. Zuber, vice-president 
officer, 
Bank 


Austin, vice-president, Investments 


Trust Co., Lexing- 
Estate 
Planning 


John 
and trust American 


National 


Florida National Bank, Jacksonville, Fla. 


Lillian M. Griffin. 
advisor, Mitchell 
& Co.. New York 


Investments 
Under 
Present 
Economic 


investment 
Hutchins 


Conditions 
S. Kendrick Guernsey and Wm. Insurance 
J. Hamrick, Jr., vice presi- as an 
dents, Gulf Life Insurance 
Co. Jacksonville 
Brown L. Whatley, president, 
Stockton, Whatley, Davin & 
Co., Jacksonville 


Investment 


Real Estate 
& Mortgage 
Investments 
Wills, 
Estates, 
Taxes and 
Trusts 


William Hardin Goodman, vice 
president and trust officer, 
Florida National Bank 


TRUSTS AND ESTATES 


National Bank, Indianapolis, Ind. 
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Attention Arresters in 


Trust Ads 


“How Large Is A ‘Moderate-Sized’ 
Estate?” asks a Boston Safe Deposit & 
Trust Co. ad, illustrated 
across the top by piles of securities rep- 
resenting estates from $25,000 to $200,- 
000, and by a picture of the bank build- 
ing running down the side. The text 


newspaper 


suggests that there is no exact answer 
to the question and tells the reader 
“whether you consider your own Estate 
moderate—or large want to be 
sure that you will do the most with 


you 




















54 HOURS of your tims 
@ $2000 per how. 


Four owt of five business and professional mea acver take time 


<t 





out from work so make s Will and plan the 
administration of their exates. They spead 40 years to 
: accumulate a0 estate, yet are too busy to take four hours to isveatory 
ie and put ia writing bow they waat it divided and sdminimered. A 

conference with your lawyer and our trust department officers may 
enable you to save $2,000 of more in inheritance taxes 

and administration coms for exch hour you spcad 

ia coafercace sed planning Our estate planning 


service is free sad without obligation. Stop in sad 





talk wich our ofhcers today 


CALL WAvnur 8550 FOR THE CORRECT TIME 





... “4 Hours of your 
time (@ $2,000 per hour.” with picture 


what you leave” 


of a sun dial. is Fulton National Bank's 
(Atlanta ) 
statement that “four out of five business 
and professional men never take time 
out from work to make a Will.” A con- 
ference with his lawyer and a trust off- 


lead into a discussion of the 


cer, the reader is told. may save $2,000 
in inheritance taxes and administration 
costs for every hour of planning. . . 
A different approach to estate settlement, 
and timely for March or income esti- 
mate revision dates, is an ad from Nash- 
ville Trust Co. asking “Did your wife 
prepare your income tax returns?” and 
showing the head of an attractive and 
vivacious woman. The text discusses a 
method of handling one’s estate with- 
out burdening one’s wife. 

“Meet the New Doctor” says an ad 
from State-Planters Bank & Trust Co., 
Richmond, Va., with a cheerful picture 
of him hanging up his “shingle” on the 
day he had looked forward to for so 
long. “Someone else looked forward to 
this day for an even longer time.” the 
text explains, telling of the father’s trust 
fund that made sure Bob Jones, Jr., 
would be able to finish college and 
medical school. . . Another doctor ap- 
pears in Chicago Title & Trust Co.’s ad, 
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“The strangest prescription my Doctor 
ever gave me!” It said “Make a living 
trust at C.T.&T..” and the text explains 
how that man’s blood 
pressure and add years to his life. 


can lower a 

“Check Your Life Insurance” advises 
First National Bank, Montgomery, Ala., 
with questions about marital deduction, 
common disaster, continuance of insur- 
ance without further premiums, and the 
over all adequacy of the reader’s estate 
plan. . . . Appealing directly to. the life 
underwriter is an ad on “How to in- 
crease a customer’s estate—and your life 
insurance sales, too” wherein Land Title 
Bank & Trust Co. of Philadelphia offers 
cooperation in estate planning. A pic- 
ture of the man looking over his polli- 
cies accompanies the text. 


A series of “Fables” currently leads 
trust ads of Crown Trust Co., Toronto. 
“The Fable of the Measured Line” dem- 
onstrates the value of group judgment 
in reaching valid estimates, and “The 
Fable of the Miser” who lost his buried 
gold precedes a discussion of financial 
security as indispensable in an executor 
or agent. 


“99 out of 100 men love their fami- 
lies” but “only 18 out of 100 Plan to 
Protect Them with a Will” announces 
an ad from Merchants National Bank 
& Trust Co., Meadville. Pa. Reference 
is made to a current magazine article on 
this subject and the reader is advised 
to see his attorney “today” ... A salute 
to “the Boston Bar Association in the 
year of its Diamond Jubilee” and to the 
Massachusetts Bar Association and its 
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MERCANTILE TRUST COMPANY 


COMPLETE AND EXPERIENCED 


COMPLETE BANKING SERVICE 


Member Federal Deposit Insurance Corporation 





affiliated units appears in a current ad 


from Old Colony Trust Co., Boston. 


Appearing in the June issue of “For- 
tune” is a full page color advertisement 
of the 130th anniversary of City Bank 
Farmers Trust Co. and the 140th of Na- 
tional City Bank of New York (affili- 
ates) showing the seals of the two insti- 
tutions above a line of people dressed 
in the costumes of the various genera- 
tions from 1812 to 1952. The text— 
headed, “You learn a lot about people 
from 140 years of banking”—links what 
was “learned” with activities of the in- 
stitutions. “Courage” is related to the 
War of 1812 which staried two days 
after the bank was chartered; “interde- 
pendence” provides opportunity to men- 
tion the foreign department, established 
in 1897; “neighborliness” suggests the 
67 branches in greater New York; “hon- 
esty” relates to two billion dollars of 
loans to small borrowers; and “confi- 
dence” brings in the people’s trust in 
the Trust Company. The use of color 
is particularly effective in the long line 


of people in period costume. 
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G. S. B. 


(Continued from page 491) 


not have good government run by bad 
politicians.” 

3. Freedom or Paternalism. In this 
country there has been a trend towards 
greater centralization of power in the 
Federal Government. The extreme is 
Communism in Russia. The next worst 
is State Socialism towards which Eng- 
land and France moved some distance 
just after the war. Already we have 
taken important steps in the same di- 
rection. So in this year’s election, we 
shall do well to inquire whether the 
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leader we select, and his policies, will 
tend to lead us further along the road 
to bigger government and more state 
controls. 


4. Unity or Division. America faces 
a task of world leadership, which will 
call for our utmost effectiveness. To do 
this well, every group in the community 
must co-operate willingly. This means 
we must have a new unity of spirit. Do 
our policies propose to increase the well 
being of everybody by producing more? 

5. Good Money or Bad. Money. In 
the years since World War I. many 
countries various novel 
monetary experiments with indifferent 
and in 


country has 


have tried 
success; recent years, country 
after back to the 
recognition that good money is the ne- 
cessary basis for real prosperity. 

The two principal keys to sound 
money are balanced budgets and mone- 
tary policies independent of political 
pressure. This country is faced today 
with the prospect of an unbalanced 
budget. This is a threat to sound money. 
We need to know 


come 


what the candidates 
and the platforms propose to do about 
it. Also, whether they propose to re- 
spect the integrity of the Federal Re- 
serve System, which is the watchdog for 
the nation’s money. 

6. Progress or Stagnation. The secret 
of this country’s success is opportunity 
and incentive for the individual. It is 
not yet a mature economy which has 
The 
growth of individuals is the dynamic 
growth of the United States. To en- 


completed its growth. dynamic 
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courage invention, discovery, the or. 
ganization of businesses. new 
methods, and startling leaps of science. 
we must keep the dead hand from clos. 
ing down upon our country. It may 
take the form of excessive taxation, 
which removes incentive and cripples 


new 


new business. It may take the form of 
government regulations and controls, or 
it may be simply the incrustrations of 
prejudice, habits and customs. 

So, said Mr. Burgess, we need leaders 
who have a vision of continued dynamic 
progress based on individual initiative. 

7. Long Term or Short Term. Ap. 
other way of analyzing candidates and 
parties in this election. suggested by 
the speaker, was to ask whether they 
are extemporizers or sound for the long 
pull: whether they put the long term 
well-being of all ahead of short term 
political advantage. He warned his 
listeners not to be misled by the ap- 
parent prosperity of today. because it 
is based in part on the steady decrease 
in recent years, in the value of our 
money, and a rise in the price level— 
in other words, on inflation. The situa- 


of the 


elements of synthetic or illusory pros- 


tion has in it, he said, many 
perity, and he would be gravely suspici- 
takes our 
present prosperity at its full face value. 


ous of any candidate who 


In the long run, any nation gets 
about as good government as it is will- 
ing to work for, so. in a time like this, 
our most important duty. said Mr. Bur- 
gess. is to decide what we want and use 
our influence to bring it to pass. 
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S. SIMON SELFMADE 


(Continued from page 486) 


on the ground of his being on a pension. However, | 
suppose it is not open and shut. What about the indebted- 
ness referred to? Did your man owe the decedent anything 
at his death? ; 


Employee’s atty.: That’s a real headache, your Honor. At 
the date of the Will Stedfast owed the testator $700, but 
by the time Selfmade died the indebtedness had risen 
to $6,000. because Stedfast’s wife had a serious illness 
and Selfmade loaned him over $5,000. for hospital and 
doctor’s bills, taking Stedfast’s demand notes just to make 
it look businesslike. All the notes are of course dated 
subsequent to the Will, and as the widow never liked him 
anyway, I’m afraid we’re in for a row. Mr. Sargent claims 
the type in the clause forgiving the indebtedness is dif- 
ferent from the rest of the Will, and may have been in- 
serted by Mr. Selfmade later. 


Judge: Probably the decedent never intended to collect the 
notes -— but in the hands of an administrator or executor 
of his estate, that’s another matter, and although in most 
ways the Will speaks as of the date of death this may be 
an instance where it doesn’t. If it were proved the clause 
was added after execution it might be a nullity depending 
——Oh well, what is your man’s attitude on the nephew’s 
petition ? 

Employee’s atty.: He favors Jaspers appointment, your 
Honor. He has worked with Jasper in the business for 
many years and they are on extremely friendly terms. 


Widow's atty.: Which is one of the reasons we don’t want 
Jasper running the show, your Honor. If I were to tell 
you the devious and dastardly devices — 


Judge: Hold on, Mr. Sargent, there'll be plenty of time to 
engage in personalities when the will contest gets under 
way. Now, where do you fit into this Chinese puzzle, Mr. 
Bolster ? 


Brother’s atty.: Your Honor, I represent the decedent’s 
brother, Hardleigh Selfmade, to whom was left the business 
building at Hide and Seek Streets. It appears there is a 
mortgage of $20,000. on that building and we're here 
because there have been two contentions against my 
client’s interest, namely, (1) that he takes the property 
subject to the mortgage, which we deny, as the testator 
directed his debts be paid, and (2) that all he gets is 
the building, no mention having been made of the land 
on which it stands. Why the decedent didn’t have the 
sense to say “land and the buildings thereon,” I'll never 
know. It may make a difference of $30,000. in what was 
intended. The title stands in Mr. Selfmade’s full name, 
Sample Simon Selfmade. We have already got some one 
interested in buying the property and we don’t even know 
what we have to sell, even if the Will is probated. 

Judge: Does the Will have a power to sell real estate? 

Brother’s atty.: No, your Honor. 

Judge: Well, then you couldn't sell without a license of 
court, which would probably take about six weeks at 
best, and under the circumstances I suppose Mr. Sears 
and Mr. Murray, as guardians ad litem for the children, 
may have some objections to the granting of such a 
license. 

Two children’s guardian: We certainly have, your Honor. I 
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feel my wards may have a remainder interest in all the 
real estate, subject to a life use in the widow. 


Third child’s guardian: As guardian ad litem for the baby, 
Justine Knightcap Selfmade, I feel I am on firm ground in 
contending that my ward is entitled to the same share of 
the entire estate she would have taken by intestacy, she 
not having been mentioned in the Will at all. The statute 
is quite clear on this. 

Widow’s atty.: It is too bad the decisions aren’t as clear as 
the statute, and you wouldn’t have any case had Justine 
been a boy. Look at Paragraph Nine of the will; but I 
suppose this is not the time to start an argument. Cer- 
tainly no conveyancer will ever pass the title on any real 
estate held by Mr. Selfmade at his death until the rights 
of the minor heirs have been determined — and yet, 
as I see it, there may not be nearly enough money for 
the widow and children to continue living in the residence 
after the widow’s allowance (which I hope your Honor 
is going to give her) is gone. While the decedent left 
$60,000. of life insurance about a quarter of the amount 
he should have had — he irrevocably exercised the 10 
year C. and C. option in behalf of his wife so she will 
get $222. per month for the rest of her life (with nothing 
for the children if she lives 10 years or more) instead 
of leaving the proceeds in a flexible way so they could 
be used for the essential needs of the family during the 
vital years when the children are growing up. The home 
will have to be sold and yet it may be two years before 
the title can be cleared up by judicial decree or a com- 
promise of this Will. 


Sister’s atty.: May I interject something here, your Honor? 


Judge: Of course, Mr. Rogerson. I suppose you are wonder- 
ing whether your client, the decedent’s sister, is going to 
get $5,000. or 50 shares of stock under Paragraph Seventh 
of the Will. 


Sister's atty.: That is right, your Honor, and, of course, the 
answer depends on who is to make the choice. The stock 
is worth more than the $5,000., and it is my position that ~ 
my client was intended to have the more valuable of the 
two. On the other hand, some of the parties to this pro- 
ceeding claim that the decision was to be left to the 
Executor of the Will, whom the testator has mistakenly 
called an Administrator. Anyway if it were his choice, 
he would be placed in an impossible position. As a fidu- 
ciary he owes a duty to all the legatees, including the 
sister and the widow, and whichever way he chooses he 
will be seriously hurting one or the other. 


Judge: It is obviously a question that will have to be de- 
termined by a petition for instructions. I understand there 
is a case now before the courts in New Hampshire where 
the same problem has been presented, in fact the wording 
is identical. 

Sister’s atty.: There is more to it than this, your Honor. It 
so happens that since the testator signed his Will there 
has been a splitup in the Standard Oil stock, so that 
now the 50 shares referred to in the Will are 100 shares 
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—and I might say worth $8,000 — as against only $4,000. 
at the date the Will was signed. 


Judge: I believe there is some law that says the specific 
legatee of shares of stock does not necessarily get the 
increased number of shares resulting irom split-ups and 


stock dividends. 


Sister's atty.: At the time of the Will the testator only owned 
shares of Standard Oil of New Jersey, so I am sure we 
can have it agreed when the time comes that it is the 
stock to which he referred. Later he purchased some 
shares of Standard Oil of California and some shares of 
Standard Oil of Indiana, and I don’t know what would 
have been the situation had he owned all three at the date 
of the Will. 


Judge: We can only hope that he would have been specific, 
yet, strange to say, many of the pitfalls we have in Wills 
are caused by testators being too specific. 


Doctor’s atty.: Speaking of being too specific, your Honor, 
I represent Dr. Abel Healer, who is given $10,000 to spend 
on such charitable purposes or worthy individuals as he 
might select, including some Mr. Selfmade had mentioned 
to him. Under our law, as your Honor well knows, one 
cannot combine a charitable gift of this kind with a gift 
to individuals. Some years ago there was an English case 
where the testator willed several million dollars to his 
trustees for such charitable or worthy purposes, as they 
might select. Years later, after the trustees had turned 
over the bulk of the estate to hospitals and institutions the 
heirs and next-of-kin brought a petition and the court 
held the entire gift was void and ordered the estate to be 
turned over to the next-of-kin, who, if I remember cor- 
rectly, were nephews or cousins of the testator whom he 
never intended to remember. 


Judge: Yes, I recall that decision, it was written up by Pro- 

fessor Scott in a law review article. Doesn’t that leave you 
out in left field, Mr. Woodward? 
Doctor’s atty.: 1 don’t think so, your Honor. The words 
in the Will are, “It being my desire” that the Doctor spend 
the $10,000. for such charitable purposes or worthy indi- 
viduals. It is our position this merely expresses a precatory 
wish and not a mandatory direction, and that therefore 
the gift to the Doctor is without any strings. Otherwise 
I have to admit the legacy would be invalid on another 
ground, namely that our Supreme Court has held that 
in a gift in trust where the beneficiaries are not named — 
unless it is entirely a charitable gift — the legacy fails 
if the testator indicates that the trustee has been told who 
to give it to. 


Judge: We are getting into some deep water. By the way, 
doesn’t it strike you as strange that the Attorney General 
is not represented here? 


Widow’s atty.: No — but he ought to be — I mean because 
of the word “charitable” in the Will. But I suppose if the 
Doctor does get the $10,000. there will be time enough 
for the Attorney General to get after him. 
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Nephew’s atty.: If anyone thinks the Doctor’s in a spot, look 


at my poor client Jasper. It is claimed by some here that 
the word “business” is ambiguous as used in the Will and 
means only the good will of Selfmade Perishables Com- 
pany -— that it doesn't include the accounts receivables, 
inventories, cash in the bank and other assets. As support 
for this contention they cite the fact the testator gave the 
building in which the business is conducted to his brother, 
Hardleigh, thus indicating he did not intend to give the 
tangibles and other assets of the business to Jasper. If it 
is only the goodwill he intended, my client might as well 
sign off now. 


Judge: Is he ready by the same token to assume the liabil- 


ities of the business? 


Nephew’s atty.: | suppose he will have to — although, of 


course, they are primarily obligations of the estate. 


Widow’s atty.: Just as the assets of the business are primarily 


assets of the estate, and if the widow decides to waive the 
will — as she may be forced to — she will still be entitled 
to one-third of the net earnings of the business till her 
death. In this case my client’s strength is in her weakness. 


Nephew’s atty.: So we may have not only her around our 


neck but the sons as well. The bequest is on the condition 
that when any son reaches 2] Jasper “gives him a sub- 
stantial interest therein.” During his so-called ownership 
of the business Jasper is going to have the sword of 
Damocles hanging over his head, not knowing whether 
the sons may some day drag him into court in an effort 
to show that the gift has failed because they haven't re- 
ceived what their father meant by the words “a substantial 
interest.” No one knows what value may be put on it 
for tax purposes — except the Government will claim 
it's worth about three times what it actually is. You know 
the formula used by Uncle Sam and our beloved Tax 
Commissioner, —- book value or 10 times average net 
earnings — whichever is greater —- which would mean 
here about $300,000. and a tax of $100,000. If ever I 
saw a nebulous bequest — this is it. If Jasper isn’t to have 
all the assets of the business free of inheritance and estate 
taxes, with some safeguard against the sons hounding him 
later, he is ready to quit now and let the company be sold 
under the hammer, and the same goes for the widow 
waiving the Will. He knows enough about the business to 
start in for himself rather than lug a lot of uncertainties 
along with the perishables. 


Judge: Let’s not overlook the imponderables. The real culprit 


has escaped, and I guess it is up to all of us to try and 
bring some kind of order out of chaos and confusion. 
Mr. Sears, how do you stand as regards your wards? 


Children’s atty.: Your Honor, as guardian ad litem for the 


decedent’s two elder children — and for their unborn 
issue and persons unascertained — I contend first, that 
in Paragraph Tenth he meant to set up two funds of 
$25,000. each for the children, income to be paid to them 
until 21 when the principal will become distributable. 
Others claim that what was intended was one fund of 
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$25,000. for both children, and I must admit either con- 
struction is possible. It also troubles me that no provision 
was made for the use of principal, as, the income even from 
two funds of $25,000. would not be enough to give the 
sons the college and professional education that I am 
sure he intended for them. Another unfortunate over- 
sight is that the testator neglected to provide that pay- 
ments could be made to or for the minors, so as to permit 
their tuition and expenses to be paid for them. As it is, 
a guardianship will have to be set up and as Mr. Selfmade 
didn’t appoint guardians in his Will, which he could 
have done without sureties, it is going to prove awkward 
and expensive, involving a great deal of needless time, 
trouble and tribute. Most important, it is my view that 
the widow takes only a life estate in the residue and that a 
trustee should be appointed by this court to hold all such 
residue in trust to pay the income only to the wife for 
life, and upon her death to divide it equally between my 
wards. I only hope neither of them die before then, as 
] dare say even my friend here, Mr. Woodward, wouldn’t 
venture an opinion where the money would land. One 
thing I am sure of is that if the widow is permitted to 
handle the residue herself there is no telling what the 
words “everything that is left” after her death will mean. 


Widow’s atty.: If Mr. Sears’ interpretation of that clause is 


correct, your Honor, the estate will derive none of the 
benefits of the marital deduction, and after the payments 
of inheritance and estate taxes and expenses there will 
be no residue, and all the general legacies, and perhaps 
some of the specific ones, will have to be proportionately 
reduced. Of this I can satisfy every one here in a few 
minutes by simple mathematics. That will in turn force 





the widow to waive the will and probably result in every 
one’s inheritance under this Will being subjected to the 
widow’s right to her one-third life estate therein — and 
that will include anything going to the minors as well 
as to the others. I think it was Newhall who said in his 
treatise: “It is in the havoc that such waiver works on 
the rest of the Will that its devastating effect becomes ap- 
parent.” 

But if we have to waive the Will, we will. 


Judge: It seems to me, Mr. Sargent, you are waiving that 


will around a little more than you need to. 


Widow’s atty.: | beg pardon, your Honor, it is because we 


hope to find an alternative to waiving and to avoid paying 
Uncle Sam an unnecessary $50,000. in estate taxes that 
we have filed an appearance against the allowance of this 
Will — in addition, of course, to our basic contention 
that either the decedent was unduly influenced or lacking 
in testamentary capacity or like Stankey, he didn’t touch 
second base in executing his Will. You will note that one 
of the witnesses is Partleigh Selfmade, who is Jasper’s 
son, and while that doesn’t invalidate the bequest to 
Jasper, like it did the chauffeur’s, it does lend color to 
the assertion that Jasper may have influenced his uncle 
in the making of this Will. Also, the Will states, it was 
executed in triplicate. It is not unusual for courts where 
more than one original is executed to require all executed 
copies to be presented to the Court as a prerequisite 
to probating any of the originals, on the theory that the 
testator may have destroyed one of such originals with 
the intention of revoking all of them. Furthermore, there 
is no attestation clause, and we have doubts as to under 
just what circumstances this will was executed — whether 
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the witnesses saw Mr. Selfmade sign, and particularly 
whether he signed first as the law requires, or whether 
they signed in his presence and each other’s. 


Children’s guardian: If Mr. Sargent has any way to bust 
this Will, I'll give him my full support as my wards will 
come out better. 

Judge: Mr. Murray, you have been unusually quiet. What 
have you to say? 

Third child’s guardian: Just this once, your Honor, I seem 
to be in a preferred position. I represent the after-born 
child, or as the legalists call it, the pretermitted heir, and 
she will take just as though the will were “busted.” As 
has been previously mentioned, our statute states that 





FATHER-IN-LAW 
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his children, whether born before or even after the 
testator’s death, that child shall take the same share of 
his parent’s estate which he or she would have taken 
if the parent had died intestate, unless it appears that 
the child was provided for in the testator’s lifetime or 
that the omission was intentional. 


Judge: Nevertheless, it nearly always means a petition for 
instructions to settle the point, especially where, as here, 
real estate is involved and the conveyance cannot accept 
the responsibility for a wrong guess. 

Widow’s atty.: Your Honor, I suppose all this has a bearing 
on who you are going to appoint Special Administrator, 
and may I put in my word for the widow. I don’t sup- 
pose you will appoint her sole Special Administrator, but 
I urge upon you to make her a co-administrator with 
whomever you do appoint. It doesn’t seem to me the Court 
should add to her great loss by thrusting her into the 
hands of unfriendly relatives. She and her nephew Jasper 
are no longer on speaking terms as a result of this Will, 
and in fact she is exposed to the possibility of seeing her 
interest in the entire estate dissipated by problems of 
construction, specific legacies and taxes. 

Stepson’s atty.: (In an oily tone and manner) Let us not 
forget compensation of counsel. That is not going to be a 
minor item here. Where there are questions in a will 
which arise as a matter of construction and where the 
testator has provided the ambiguity it is the usual rule 
for counsel for all sides to be compensated from the estate 


itself, as they are merely endeavoring to assist the court . 


in arriving at the testator’s true intentions. 


Judge: That may be true: but we cannot allow this case to 
develop into a Roman Holiday. Attorneys were the last 
persons the testator had in mind as his legatees, though 
he has apparently succeeded in including eleven of them 
to share in his bounty. It is odd that a man such as this 
could amass a fortune of several hundred thousand dol- 
lars by his own efforts and yet make such a complete 
mess of something that was intended to protect and dis- 
pose of what he had spent his life creating. 


Mother’s atty.: Along the same line, your Honor, it seems 
to me Mr. Sargent’s suggestion that the widow be one 


932 


of the Special Administrators is preposterous. I happen 
to know Mrs. Selfmade, and she once told me that jpn 
keeping her checking account she utterly disregarded the 
monthly bank statements as they only confused her and 
that she always dealt in round figures so she wouldn't 
have trouble adding or subtracting. 


Judge: You need not worry, I’m not going to appoint the 


widow as a Special Administrator. Mr. Sargent will have 
to look out for her rights as best he can — and in that 
regard during this hearing other uncertainties, ambigu- 
ities and omissions in this will have occurred to me, as 
doubtless they have to all of you. For example, there js 
no revocation clause —- I hope no one comes forward 
with a prior Will with provisions that might be deemed 
unrevoked by the present will — unless it’s a lot better 
than this one! If some of the legatees had predeceased the 
testator, we would have questions whether their legacies 
lapsed or not. There has been a failure to distinguish be- 
tween class and individual gifts, and appointment of 
trustees for the sons has been omitted as well as essential 
powers for conducting the trust — and I wonder who 
is going to pay for shipping those guns to Egypt .... 
Sometime it may dawn on people that drawing one’s 
own will is like a person with no medical training per- 
forming a delicate, major operation on himself — some- 
thing not even a skilled doctor would do. I feel it my duty 
to emphasize that we have a Will providing sound basis 
for such extensive and expensive litigation that the ultimate 
result might mean a serious dissipation of the estate. 
What I can do today is to appoint a Special Administrator 
to preserve the estate and authorize the continuance of 
the testator’s business, and hope that before the time 
comes for the hearing on the allowance of the Will some 
fair and equitable arrangement will be worked out by 
you and your clients. I realize it is asking a good deal of 
the guardians ad litem to take the responsibility for de- 
cisions which their wards upon reaching full age may 
disagree with, but those same wards might fare a good 
deal worse if the guardians do not accept the responsibility. 
Fortunately we have a statute which in effect permits all 
the persons legally interested under a will to rewrite the 
will — and it is this kind of a case where it can be put 
to a commendable use — which isn’t always so in will 
contests. I have decided to appoint a bank as Special 
Administrator, not because I have any leaning toward 
banks but because none of the parties now before me is 
disinterested, and a bank is exempt by statute from giving 
sureties on its bond. Otherwise the premiums upon the 
Special Administrator’s surety bond might cost the estate 
several thousand dollars. 





Widow’s atty.: May it please the Court, now that we have a 


sympathetic stakeholder, is this an appropriate time to 
renew my plea for a widow’s allowance? 


Judge: 1 didn’t think you were going to let me forget that — 


and as a matter of fact I don’t want to. Under our law 
the widow is entitled to a reasonable amount on which to 
live during the period of her adjustment — in addition 
to her right to occupy the homestead for six months. It 
is only an unusual case where we do not grant such a 
request —- sometimes even over the strenuous opposition 
of other persons whose shares may thereby be reduced. 
In view of the size of the estate and the difficulties she 
faces I am going to allow her $7,500., but tell her to 
husband it well. 


Court Officer: Court is over. 
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Canadian Trustee Completes 
Unusual Task 


The routine, unspectacular services 
erformed daily by the trust companies 
of the United States and Canada are 
sometimes highlighted by an unusual 
or newsworthy happening. Such was the 
case With the announcement early in 
June that a representative of The Can- 
ada Permanent Trust Co., with head 
ofice at Toronto, had completed the 


task of securing options on some 5,400 
acres of tobacco and cea land near 


eee ce 
Ze a 
P 


Sim MCOE 
<s Hogs cae 


, if Lane ERie 


Simcoe, Ont., for the Oliver Iron Min- 
ing Division of the United States Steel 
Corp. Favorably situated with respect 
to water transportation because of its 
location on the peninsula near the north 
shore of Lake Erie, this area had been 
marked as a potential source of iron 
ore by the Ontario Department of Mines 
surveys, as well as by air magnetometer 
surveys which indicate iron deposits 
about 3.000 ft. below surface (see map). 

Because of land values and the sub- 
stantial financial position of the owners, 
the Trust Company’s representative, J. 
Ewart MacKay, faced a real diplomatic 
job to secure the necessary 64 options 
1953, re- 
a bonus 


which run until November 1, 
newable for one year upon 
payment. When the were 
pleted, the news was headlined through- 
out the Dominion. Preparations for test 
drilling will be made, which are esti- 
mated to require about a year. 
A A A 
Riggs Named Dollar Trustee 


Riggs National Bank of Washington, 
D. C., has been named by Secretary of 
Commerce Sawyer as trustee of the stock 
of the Dollar Steamship Lines, owner- 
ship of which has been in dispute as be- 
tween the Government and private in- 
terests. The bank will advertise the stock 
for sale and the proceeds will be divided 
between the Government and the Dollar 
interests whereupon the line will return 
to private ownership. 


deals com- 
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FIDUCIARY ASSOCIATIONS 
ELECT 


Corporate Fiduciaries Association of 
Chicago: 

President: William S. Turner, vice pres- 
ident, Northern Trust Co. 

Vice Pres.: Thomas H. Beacom, 


president, First National Bank 


Secy-Treas.: R. E. Hanley, vice presi- 
dent, City Bank & Trust Co. 


Southern Illinois Corporate 
Association: 

President: Arthur C. Boeker, Edwards- 
ville National Bank & Trust Co. 


Vice Pres.: John J. Gainer, First Nation- 
al Bank & Trust Co., Alton 

Secretary: George B. Gieser, First Na- 
tional Bank, O’Fallon 

Treasurer: Robert Simon, St. Clair Na- 
tional Bank of Belleville. 


vice 


Fiducaries 


Fiduciaries Section, District of Columbia 
Bankers Assn. 

Chairman: Wilbur C. Wieter, trust in- 
vestment officer, Union Trust Co. 

Vice Chm.: William S. French, Jr., trust 
officer, American Security & Trust Co. 

Sec.-Treas.: James P. Benfer, Jr., 
officer, Lincoln National Bank. 


trust 


Corporate Fiduciaries 
Philadelphia 

President: H. Townsend Bongardt, trust 
officer of Tradesmen’s National Bank 
& Trust Co. 


Vice President: Robert A. Wilson, senior 
vice president, Pennsylvania Company 
for Banking & Trusts. 

Secretary-Treasurer: Robert U. Frey, 
assistant vice president, Pennsylvania 
Company for Banking & Trusts. 


Association of 


A A A 
C&S Hits Trust High 


“Largest number of new trust accounts 
in any one year” is one of the twelve 
‘new highs at year end” listed in the 
just published annual report of The 
Citizens and Southern National Bank, 
Atlanta, Georgia. “For our Trust Depart- 
ment the year 1951 saw real fruits of a 
five-year building program,” president 
Mills B. Lane observed. “In this one 
year, people and businesses entrusted a 
record total of $57 million of their pos- 
sessions to the Trust Department of our 
banks. The C&S trust-building program 
has seen the completion of new quarters 
in Atlanta and Savannah; the addition 
of 50% more men and women to the 
department, and the activitation of a 
program to place C&S trust services 
within reach of all people and firms in 
the operating area of our banks.” 


Last year over 2,000 women attended 
five Finance Forums conducted by C&S 
in Atlanta, Savannah, Macon, Athens, 
and Augusta, the cities in which it oper- 
ates offices (also in Valdosta). 


Do You Want Help 
In FLORIDA? 


Banks in all parts of the 
country can rely on The First 
National Bank of Miami for 
full cooperation—in solving 
the estate and trust problems 
of customers having Florida 
residence. Your inquiry is 
invited. 


TRUST DEPARTMENT 


The 
First National Bank 


of MIAMI 


“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
non-residents. Write for ““‘Why 
Delaware?” our new booklet sum- 
marizing these benefits. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 


$ 21,499,478 
$216,776,450 


Capital Funds... 
Total Aeects. ... 








TRUST PERSONNEL CHANGES |: 


CALIFORNIA 


Former trust officers L. M. Eckert, 
L. A. Rentsch and V. D. Sisson elected 
vice presidents; Wilfrid C. Dickie and 
C. L. Patterson, trust officers; W. H. 
Light and G. H. B. Kane, asst. trust officers. Eckert, graduate 
of Washington U. Law School in St. Louis, practiced law 


Los Angeles 
CALIFORNIA 
Trust Co. 


N 


L. M. ECKERT 


V. D. SIsson 


L. A. RENTSCH 


and subsequently was in trust business in Beverly Hills. 
Before joining the trust company in 1950 he was with Van- 
guard Films, Inc. (Selznick Studio). Rentsch, who marked his 
29th year of service, is in the investment department. Sisson 
was admitted to the California Bar in 1927, when he joined 
the trust company. 


Los Angeles Harry E. Peterson, advertising man- 
CITIZENS NATIONAL ager, elected junior vice president and 
Trust & SAVINGS director of advertising. 

BANK 


CONNECTICUT 


Hartford Winston C. Macdonough promoted to 
PHOENIX STATE trust officer; Arthur S. Wright named 
BANK & TrRusT Co. asst. trust officer. Mr. Macdonough has 

been handling administration of trusts 
and settlement of estates since 1943, and is a graduate of the 

A.B.A. Graduate School of Banking. Mr. Wright, who handles 

estate work, is a graduate of Yale and U. of Connecticut 

School of Law. 


FLORIDA 


Miami Clement B. Chinn advanced from 
First NATIONAL president to vice chairman of the 
BANK board; Ralph W. Crum elected presi- 

dent. 
ILLINOIS 
Chicago Warren Thompson named public re- 


lations officer; he has headed his own 
agency for nearly 20 years. Alvah 
Rogers, Jr., asst. trust officer, trans- 
ferred to public relations division. 


Walter H. Jensch and James D. Beck- 
ett elected asst. trust officers. 


CHICAGO TITLE 
& Trust Co. 


Chicago 
City NATIONAL 
BANK & TrRusT Co. 


Chicago Roland D. Kemp joined corporate trust 
LASALLE NATIONAL division as asst. trust officer. He for- 
BANK merly was with Wells Fargo Bank & 

Union Trust Co. of San Francisco for 

15 years except for Army service, and holds a Bachelor of 

Laws degree from Lincoln U. in California. 


Danville Loy O. Froman resigned as asst. cash- 
PALMER-AMERICAN ier and asst. trust officer to become 
BANK business director of Danville Public 

Schools. 








TRU: 

MARYLAND dected 

, : : ger O 

Baltimore John E. Motz elected senior vice presi- pt. s 

SAFE DEPOSIT dent. Mr. Motz has been with Safe — 

& Trust Co. Deposit since 1930, and a vice presi- | ork j 
dent since 1949. 

syract 


Silver Springs Lawrence W. Gunther appointed trust Syr. 


SUBURBAN officer. He is a member of the District TRU 
TRusT Co. of Columbia bar. 

MASSACHUSETTS Charlc 
Boston Richard P. Chapman elected presi- Com 
MERCHANTS dent; Roy A. Young, chairman of the Nat 

NATIONAL BANK board. Mr. Chapman entered Mer. 

chants Bank in 1927 after graduation 

from Harvard U. School of Business Administration, and 
since 1947 has been executive vice president. He is chair. Cleve 
man, committee on trust policies, Trust Division, A. B. A. - 

OF 
MINNESOTA 

Minneapolis A. W. L. Wallgren retired as vice{°U™ 
First NATIONAL president and trust officer and was oe 
A} 


BANK honored by fellow officers at a dinner 
July 2 at the Minikahda Club. Mr. 

Wallgren in 1919 joined the predecessor Wells-Dickey Trust| 
Co. He is a past president of Minnesota Corporate Fiduciaries |” 
Association. 


MISSOURI 
Kansas City Trust officer Richard T. Pendleton 


City NATIONAL transferred to correspondent bank 
BANK & Trust Co. dept. 





St. Louis William A. Berryman and George J. 
MERCANTILE Ries appointed asst. trust officers. 
TRUST Co. i 
0 yee 
NEw JERSEY Keller 
tank 
Newark Howard P. Armstrong elected asst. 
NATIONAL NEWARK trust officer. 
& ESSEX B’KING Co. 
Euge 
NEw YorK na 
A} 
New York Melville E. Ambler appointed asst.| 
CHEMICAL BANK trust officer to assist in the develop- — 
& TRUST Co. ment of personal trust new business. 
He formerly was asst. secretary at] ~ . 
Land Title & Trust Co., Philadelphia. 
was n 


New York 
HANOVER BANK 


C. Kenneth Schlenker and John L. jin Ca 
Tittle appointed asst. treasurers in fin Al 













personak trust division. The 1 
—_ West 
New York Russell S. Carrigan made asst. secre- State: 
MARINE MIDLAND tary in trust department. ; 
speak 
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RICHARD P, CHAPMAN D. W. MACKAY 
Boston Portland, Ore. 





REED SAss 
Fort Worth 


Trusts AND EsTATES uty 





O. Kenneth Cooper transferred from 
Geneva and promoted to vice presi- 
dent and manager of Rochester trust 
office, H. M. Simpson replacing him in 
Geneva as manager; Robert J. Vanas 
dected trust administrator; John F. Burns appointed man- 
ger of common trust funds. Vanas has been in the trust 


Rochester 
LINCOLN 
ROCHESTER 
Trust Co. 











presi- ept. since 1935; Burns with the bank since 1924, as office 
Safe nsanager of the department and, more recently, doing special 
Presi- ork in connection with common trust funds. 

Syracuse A. R. Ziegler appointed advertising 
| trust SYRACUSE manager; formerly asst. advertising 
istrict | Trust Co. manager with American Stores Co. 

NorRTH CAROLINA 

Charlotte Julian G. Squires returned to the bank 
presi. COMMERCIAL as asst. trust officer after 19 months 
of the NATIONAL BANK * of active duty as a Captain in the 

Mer. Air National Guard. 
uation OHIO 
l, and ciate aad 
chats Cleveland L. W. Pitts joined the bank as a trust 
ih UNION BANK officer, having resigned as asst. vice 

OF COMMERCE president and trust officer of Colonial 

Trust Co., New York. 
: vies olumbus Wayne J. Graf and Samuel A. Keller 
1 was| OHIO NATIONAL promoted to vice presidents; J. K. 
linner BANK Meacham, Jr., asst. cashier, trans- 
. Mr ferred to trust dept. Mr. Graf served 
Trust | 
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n L 
rs in 


ecre- 





ATES 









SAMUEL A. KELLER 


BRUCE WHIDDEN * 


WAYNE J. GRAF 


% years with Ohio National and studied law at Franklin U. 
Keller is a graduate of Franklin U. and has been with the 
tank since 1929. 


OREGON 
Eugene William E. Price advanced to trust 
First NATIONAL officer. 
BANK 
Portland D. W. Mackay, trust officer, retired 
UNITED STATES July 1 under benefits of the bank’s 
NATIONAL BANK retirement program. He had been with 


United States National since 1930 and 
was made a trust officer in 1942. He began his banking career 
in Canada in 1903. In 1914 Mackay was admitted to the bar 
in Alberta and engaged in private law practice until 1935. 
The following year he joined the trust department of the 
West Coast National Bank which was purchased by United 
States National in 1930. Mackay has been one of the principal 
speakers at the trust and estate forums conducted by United 
States National throughout the state. 









PENNSYLVANIA 


Miss Betty Wiseman made asst. trust 
officer to replace Mrs. Rose T. Simon- 
e2Zi. 


Monessen 
PEOPLES NATIONAL 
BANK & Trust Co. 


Philadelphia Clayton E. Kraiss promoted to trust 
FRANKFORD officer. 
Trust Co. 


_*Elected vice president of Central National Bank of Cleveland. See June 
Ssue, p. 462. 
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Newcastle Robert G. Dickson, trust officer, elected 
LAWRENCE SAVINGS vice president and trust officer to re- 
& Trust Co. place the late Mr. Winschenk. 

Philadelphia Frank R. Shippen appointed trust offi- 
PHILADELPHIA cer; formerly estate planning officer 


of GIRARD TRUST CORN EXCHANGE 
BANK. 


NATIONAL BANK 


Philadelphia W. Arthur Dill and John E. Williams 
PROVIDENT (former trust officers) advanced to 
Trust Co. asst. vice presidents; Russell Lamon 


to trust investment officer. Newly ap- 
pointed were Robert L. Garrett, asst. trust investment officer, 





RUSSELL LAMON 


JOHN E. WILLIAMS 


W. ARTHUR DILL 


Edwin H. Melhorn, asst. secretary; Gordon B. Callaghan, 
asst. trust officer; Harry Werner, asst. real estate officer, and 
William S. Plag, asst. auditor. Dill joined Provident in 1930 
and was appointed trust officer in ’50. Williams was senior 
accountant for an accounting firm before joining in 1934. 
Lamon became associated with Provident in 1941, and for- 
merly was with Lionel D. Edie & Co. 


Pittsburgh 
MELLON NATIONAL 
BANK & Trust Co. 


Frank J. Pohl made asst. vice presi- 
dent in corporate trust dept.; Herbert 
E. Marks, Jr., investment officer; and 
William H. Latimer, Jr., asst. secre- 


tary. 
VIRGINIA 
Charlottesville Kenzil W. Whitacre named trust offi- 
PEOPLES NATIONAL cer of Peoples to fill D. O. Worthing- 
BANK ton’s place, the latter now vice presi- 


dent. Mr. Whitacre formerly was with 
FARMERS & MERCHANTS BANK in Winchester. In his new posi- 
tion he will supervise trust operations, administrative work 
and investments. 


Norton R. A. Suit promoted from cashier and 
First NATIONAL asst. trust officer to executive vice 
BANK president. 

WASHINGTON 

Spokane Paul H. Richter named asst. trust 

TRUST BANK officer. 
WASHINGTON 
Yakima John F. Trowbridge made asst. trust 


NATIONAL BANK officer at this branch. 


OF COMMERCE 


TEXAS 


Reed Sass promoted to vice president 
in business development dept., holds 
a law degree from North Texas School 
of Law. J. D. Buckman, Jr., and O. 
Roy Stevenson advanced to trust officers. Buckman has been 
with the trust dept. since 1937 and is a graduate of Graduate 
School of Banking at Rutgers U. His 1951 thesis, “Community 
Property Problems in Texas Estates,” was one of 27 out of 
290 selected for the library. Stevenson joined Fort Worth 
National in 1941 as investment analyst. Under his super- 
vision the bank’s common trust fund was created on Febru- 
ary 1, 1948, to become the first such fund in Texas. 


Fort Worth 
Fort WORTH 
NATIONAL BANK 
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TRUST 
EMPLOYMENT EXCHANGE 


POOOOOOOCOOOOOS 








OODOOOOOOOOOOOCODK 


Banks seeking trust executives, and 

personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 
Employment Exchange and code 
number. 

Trust operations officer with successful 
record in time-saving methods and com- 
mon trust fund operations seeks new op- 
portunity. See ad below. 

Southern California trust officer in 
early forties, with twenty years trust 
experience, will consider change for top 
administrative or new business connec- 
tion with western trust institution. 27-2. 


New York attorney with 18 years ex- 
perience in estate and real property law, 
desires trust department connection with- 
out preference as to size or location. 
26-2. 

Canadian lawyer, university graduate 
in economics, presently a trust company 
officer, seeks U. S. trust position to util- 
ize his thorough experience in estate ad- 
ministration and planning, taxation and 
corporate trusts. 26-3. 

Head of fiduciary accounting depart- 
ment of outstanding New York law firm 
seeks opportunity in trust and tax field 
to capitalize on her 15 years experience 
in trust and estate administration. 26-4. 

Bank in large Rocky Mountain city 
needs younger man with general trust 
experience as assistant trust officer. 
Starting salary over $4,000. 26-5. 


A A A 
IN MEMORIAM 


JessE LEwIs JONES, vice president, 
trust officer and director of First Na- 
TIONAL BANK, Lynchburg, Va. 


GERALD H. ZIMMER, assistant trust of- 
ficer, CALIFORNIA Trust Co., Los Angeles. 


TRUST OPERATIONS AND 
PERSONNEL OFFICER 


Offers wide experience in Operations, 
Administrative and Investment func- 
tions. 15 years bank examinations and 
7 years as Trust Comptroller. SPE- 
CIALTY — time and money saving 
methods for all mechanized depart- 
ments including tabulating with em- 


phasis on standard procedures and 
progressive personnel training. First 
hand knowledge establishing and oper- 


ating common trust funds. Seeks 
opening in larger trust department 
desiring increased efficiency and pro- 
ductivity, or top position in aggressive 
medium sized department. 


Box S-27-1, Trusts and Estates 
50 East 42nd St., New York 17 



































































Main entrance to Trust Department in the new 33-story home of Liberty National 


Bank 


& Trust Co., Oklahoma City. Conference room and Officers’ quarters are to the right of 
the picture. In the rear is the department vault (pneumatic tube provides direct service 
to safe deposit vaults in basement). The door at the left leads to the department’s postin, 


and filing room. Elevators and stairs connect with the main banking rooms on the floor below. 





MERGERS & TRUST POWERS 
GRANTED 


Mount Carmel, Ill.—Trust certificate 
issued to SECURITY BANK as of April 
1952. 


Bloomfield & Newark, N. J.—Share- 
holders approved merger of BLOOMFIELD 
BANK & Trust Co. into NATIONAL NEW- 
ARK & ESSEX BANKING Co., effective June 
23. All employees are retained, and of- 
fices of the Bloomfield bank will be oper- 
ated as branches. 


Cranford & Westfield, N. J.—Unan- 
imous consent was given by shareholders 
of CRANFORD TRuUsT Co. for merger with 
WESTFIELD TrRuST Co., into new SUBUR- 
BAN TRUST Co. with offices in Westfield. 


Hillsboro, Ore.-—COMMERCIAL BANK of 
Oregon will take over on August 1 the 
Commercial Bank of Tillamook and Com- 
mercial Bank of Newberg. 


Charleroi & Pittsburgh, Pa.—Stock- 
holders of CHARLEROI SAVINGS & TRUST 
Co. approved sale of their bank’s assets 
to PEOPLES First NATIONAL BANK & 
Trust Co. The Charleroi bank will be- 
come a branch office, with Earl Gear, 
secretary, treasurer and trust officer in 
charge. 





Complete Trust Service in GEORGIA 


through eleven offices in six cities 


Ottawa & Toronto, Canada—Toront 
GENERAL TRUSTS CorpP. is purchasing the 
assets and business of OTTAWA VALLEY 
TRusT Co. Toronto General, with ten 
offices throughout the Dominion, is one 
of Canada’s larger trust organizations. 
Ottawa Valley Trust was started in 1946, 
and at the end of 1951 its estates, trusts 
and agencies account totalled $6,486,660, 


A A A 


Foster Heads Alabama Banker: 


os 2 A. Key Foster, 

» vice president of 
The First National 
Bank of Birming- 
ham, was elected 
president of the 
Alabama _ Bankers 
Association at its 
recent annual con- 
vention. Mr. Foster 
has served as chair- 
man of the Association’s Public Rela- 
tions, Agricultural, Education and Legis- 
lative committees. Prior to joining The 
First National Bank of Birmingham, he 
was trust officer of the First National 
Bank of Montgomery. 






A. KEY FOSTER 












THE CITIZENS & SOUTHERN 
NATIONAL BANK 


TRUSTS AND ESTATES 
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KENNETH S. WHERRY, United States 
Senator from Nebraska and Republican 
floor leader, gave his widow a cash legacy 
of $10,000, to be paid to her as soon as 
practicable after his death, without 
awaiting full administration of the es- 
tate. He bequeathed all the rest of his 
property to Mrs. Wherry, “with the full 
knowledge and belief that she will, in 
her absolute discretion, adequately as 
time and wisdom dictate care for” their 
two children. Senator Wherry named his 
wife and the Continental National Bank 
of Lincoln as co-executors. 


















CLAIR C, Criss, board chairman of the 
Mutual Benefit Health and Accident As- 
sociation and United Benefit Life Insur- 
ance Co., devised his homestead to his 
wife and left the remainder of his estate 
in trust to pay her the income for life 
or until she, by written instrument filed 
with the trustees, renounces her right 
thereto. If, in the judgment of her co- 
trustee, Omaha National Bank, the in- 
come available to Mrs. Criss from the 
trust and otherwise is insufficient to 
maintain her in her usual standard of 
living, the trustees may pay the de- 
ficiency from principal. Upon her death, 
Dr. Criss, who gave up medical practice 
to enter the insurance field, directed the 
transfer of the trust assets to the bank 
as trustee under an inter vivos trust 
created by Mrs. Criss to be administered 
in accordance with its terms. She and 
the bank are also named executors. 
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ARTHUR B. Woop, chairman of the 
board of the Sun Life Assurance Co. of 
Canada, with which he had been asso- 
ciated since 1893, and twice president of 
the former Actuarial Society of America, 
appointed as executor the Crown Trust 
Co. of Montreal, of which he had been 
a director and executive committee mem- 
ber for nearly thirty years. Wills are 
confidential documents in Quebec, but it 
is known that Mr. Wood established a 
trust providing income over many years 
to members of his family, with distribu- 
tion of capital deferred until the death 


WHERE THERE'S A WILL 


of the last of three beneficiaries who are 
entitled to income as long as they live. 


THOMAS J. DEE, widely known indus- 
trialist, left the bulk of his estimated 
$2,000,000 estate to charity. A life mem- 
ber of the Art Institute of Chicago and 
the Field Museum, Mr. Dee was board 
chairman of the National Foil Co. and 
vice president of Hoberg Paper Mills, 
Inc. Naming his widow and The First 
National Bank of Chicago as executors 
and trustees, Mr. Dee provided bequests 
totalling $185,000 to a brother, sister, 
nephews and nieces, with the balance of 
the estate to be held in trust to pay the 
income to Mrs. Dee. Upon her death, 
$1,000,000 will go to the Evanston Hos- 
pital Association for clinical research 
and teaching, while $50,000 each will be 
paid to Chicago Natural History Mu- 
seum, Art Institute of Chicago, Catholic 
Charities of the Chicago Archdiocese and 
Oberlin College. Following other char- 
itable bequests aggregating $120,000 to 
14 organizations, the remainder of the 
estate is to go to nephews and nieces. 

SAMUEL A. DAvis, dean of the Dan- 
bury (Conn.) Bar and former city court 
judge as well as legislator, bequeathed 
his household furniture and furnishings 
to the local historical society and his 
books to the Library. The residue of his 
estate, estimated at $60,000, Judge Davis 
divided into five parts, two each to go 
to his housekeeper and to a Home in 
memory of his first law partner. The 
other fifth will be shared equally by 
three nephews and two friends. City Na- 
tional Bank and Trust Co. of Danbury 
was appointed executor. 

WALTER O. BriGGs, chairman of the 
board of Briggs Manufacturing Co. (auto 
bodies) and owner of the Detroit Tigers 
baseball club, bequeathed $25,000 to two 
brothers and $13,500 to various charities 
in addition to creating two scholarship 
funds of $10,000 and $5,000, respectively, 
at Michigan State College of Argiculture 
and the University of Detroit. Directing 
his executors — his widow and two in- 
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dividuals — to sell any real estate he 
owned and to erect a mausoleum costing 
between $25,000 and $50,000, Mr. Briggs 
left the residue of his estate in trust, 
to be divided into shares for Mrs. Briggs 
and their five children. She will receive 
the income for life from her portion 
and upon her death the principal will 
be added to the children’s trusts each of 
which will continue until the youngest 
issue of the primary beneficiary reaches 
21 after the latter death, when the prin- 
cipal will be distributed to the issue. Mr. 
Briggs provided that all taxes should be 
paid out of the estate so that specific 
legacies would not be diminished, and 
appointed Detroit Trust Co. as successor 
executor-trustee. 





transit 
operation 











CURRENT LITERATURE NOTES 


Book 


Investment Companies (12th Annual 

Edition) 1952 

ARTHUR WIESENBERGER. Arthur Wiesen- 

berger & Co., New York. 384 pp. $15.00. 

To those of us who recall the emergence 
of the slim volume on closed-end invest- 
ment companies, compiled by the stock ex- 
change firm of Arthur Wiesenberger im- 
mediately preceding America’s entrance 
into World War II, the current edition of 
Investment Companies is indeed an am- 
bitious undertaking. Its 384 pages con- 
tain much interesting descriptive and 
narrative material on both open and 
closed-end funds that can be useful to 
those selling investment company shares 
and to others who wish to get an intro- 
ductory picture of this growing financial 
medium. For the serious professional in- 
vestment analyst and the trustee, how- 
ever, it scarcely can be termed adequate. 

The staff of the brokerage firm which 
compiled the volume understandably has 
a bias in favor of the accomplishments 
and merits of the funds, but it is ques- 
tionable whether this should be allowed 
to color the entire content of the book. 
One has only to contrast the objective 
point of view of a professional man such 
as Rudolph Weissman in his recent “In- 
vestment Company and the Investor” re- 
viewed in T&E, November 1951, to ap- 
preciate the attitude which the fiduciary 
is more inclined to take seriously. 

With embellishments removed, the sec- 
tion of the book on individual company 
statistics and descriptions can be of 
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some aid to the trustee. So, also, company 
holdings at the end of the volume which 
will give an idea of portfolio concentra- 
tion industrial-wise at the year-end. 

The trustee, unfortunately, will find 
the Wiesenberger index of performance 
of open-end funds of slight value since 
it lumps together principal and income 
results and also fails to take into account 
the sales load. The method of grouping 
funds by volatility is likewise unfortun- 
ate since this will tend to mislead the 
unwary. For example, heading the group 
of “funds with below average volatility” 
is American Business Shares. Making 
allowance for all capital gains distribu- 
tions, this mutual had the following 
gyrations in its price since the end of 
1939: Decreased 30% to April, 1942; 
from this date increased 140% to May 
1946; then decreased again in value 30% 
to June 1949. 

Current income percentages of the 
open-end funds are given in a table for 
only one year, ending on Dec. 31, 1951. 
The trustee wishes to see this figure for 
five or even ten years based on average 
prices over these periods. 

We do not wish to be too harsh in such 
detailed criticism, but our objective is 
only to indicate how the Wiesenberger 
firm can better serve the trustee. After 
all, Mr. Wiesenberger and his staff have 
done an extremely commendable job in 
popularizing the investment company 
among small investors throughout the 
country. Why shouldn’t they now talk 
to the trustee in his language? 

Be. A. Lb. 
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ARTICLES Estat 


Valuing a Business Interest for Py} ?° 
poses of Purchase and Sale Agree} CH 
ment - 

Aft 
legis] 
The common patterns of valuation of _ 

business interests are discussed with jj. the A 
lustrative examples. These are book lines 
value, agreed value, appraisal, and for. the ; 
mulas. In addition are the variation; varie 
known as Solomon’s choice and the firg it ae 
refusal right. The subject matter of th object 
sale is an important determining facte we 

in selecting the valuation method. Th the P 

tax effects of valuation clauses are cop. _ 

cisely set forth, and a typical insurang om 
case is briefly outlined. Following sug. ee 
gestions for collaboration among a probl 
torney, underwriter and trustman is, poe’ 
bibliography on various phases of buy. pase 
sell agreements. Joint 

on pr 

Tested Pension Plan Procedures =| Pt 


RICHARD H. FORSTER. Stanford Law Re. 
view, April 1952. 








28 authors. The Journal of Commerce, June 12) 

1952. 

In this annual re-examination of the} Lif 
field of employee benefit plans, 28 author. 
ities discuss the pros and cons of fund. 
ing through insurance or trust, recent 
tax decisions on deductions, combination 
pension and profit sharing plans, invest 
ment policy and inflation’s effects. Nev 
trends are appraised: provision of pen- 
sions for widows and orphans, multi-] py, 
employer plans, pensions through co- 
operatives, guaranteed mortgages for 
fund investment, and corporate savings 
plans. The contributors represent every 
role in pension planning: trustee, act 
ary, underwriter, planner, insurer, ani 
consultant. 








ties, 

Pension Trusts: Back Roads to Con- 
trol? 

Bu 

Note, Stanford Law Review, April 1952. stein 


The little written about subject of th] Re 
effects of pension fund investment in the 
employer corporation’s own stock is im 
terestingly analyzed by this law student. 
Companies whose plans permit such in 




















vestment may, perhaps unknowingly. I 
have made it possible for their employee] Jo. 
to gain a voice in management. Whik] New 
control of the vote can be retained by Li 
the employer through appropriate pro|st,, 
visions in the trust agreement, questions Mi 
may arise as to how this power should]y;.. 
be exercised, particularly where the in- N 
terests of the stockholders as a whole Was’ 
do not coincide with the interests of the Ne 





participants in the plan. The voting 
problem has never been litigated, but as 
pension trusts continue to grow in size 
and number, both employees and _ the 
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Commissioner of Internal Revenue will 
have greater cause to investigate the 
ramifications of self-investment. 





Estate Planning and Powers of Ap- 


or Pur. pointment 
Agree.| CHARLES L. B. LOWNDES. North Carolina 
Law Review, April 1952. 
L After a comprehensive review of the 
aw Re. 


legislative history of the taxation of 
powers of appointment, culminating in 
the Act of 1951, Professor Lowndes out- 
lines the tax planning possibilities under 


ation of 
with jj. 


saa the latter law. The 1951 Act offers a 
riation variety of nontaxable powers by which 


itis usually possible to achieve the major 
objectives in the use of powers; i.e., to 
give the donee the power to dispose of 
the property to someone else or to ac- 
quire it for himself. An exceptional ques- 
tion is whether a _ so-called “reverse” 
power is a general power. Another open 
problem is the extent to which a con- 
tingent power will be taxable if the con- 
tingency does not occur. The use of 
joint powers and the avoidance of taxes 
on present powers, both pre-existing and 
post-1942, conclude the discussion. 
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Legislation 
ARIZONA 


Ch. 96: Establishes rights of inher- 
itance between adopting parents and 
children. 


NEW JERSEY 


Ch. 16: Makes bonds of New Jersey 
Highway Authority legal for fiduciary 
investment. 

Ch. 156: Adopts new principal and 
income act. 

Ch. 185: Raises amount of personalty 
exempt from necessity of guardianship, 
from $500 to $1,000. 

Ch. 221: Declares that provision for 
benefit of issue shall be construed per 
stirpes unless contrary intention appears 
in will or trust. 

Ch. 283: Makes Delaware River Basin 
Water Commission bonds legal for fidu- 
ciary investment. 


SOUTH CAROLINA 
Act 744: Makes State institution bonds 
legal for fiduciary investment. 
RHODE ISLAND 


S-235. — Sub. A.: Provides that in 
petition for probate of will or appoint- 
ment of administrator, petitioner need 
only set forth names and addresses of 











heirs-at-law which are known to peti- 
tioner, (under 1951 act, petitioner had to 
state what efforts he had made to ascer- 
tain all of the heirs, etc.) ; notice of pro- 
ceeding which must be sent to each heir 
may be given by ordinary mail and af- 
fidavit filed as to what notice was given 
and names of the persons to whom it was 
sent (under last year’s act, notice had to 
be by registered mail and return receipts 
had to be attached to the affidavit). 


Ch. 3023: Provides that if creditor, 
by reason of accident, mistake or other 
cause, has failed to file his claim against 
estate during six months’ period, he may 
petition Probate Court for leave to file 
claim out of time; if petition is granted, 
executor or administrator shall have no 
right to appeal, but he can disallow 
claim and have trial on merits of claim; 
if petition is denied, creditor can have 
matter heard de novo by Superior Court 
but has no right to jury trial and may 
not take appeal from decision of Super- 
ior Court. 


Ch. 2946: Authorizes Probate Court to 
appoint temporary guardian of estate 
or of person, or of both (formerly guar- 
dian had to be appointed for both). 


VIRGINIA 


Ch. 103: Raises amount of personalty 
exempt from necessity of guardianship, 
from $500 to $1,000. 
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IF you have customers mov- 
ing to Central or Southern 
California, we shall be 
pleased to provide them with 
complete Trust service. 


TRUST DEPARTMENT 


ECURITY- FIRST 
NATIONAL BANK 


OF LOS ANGELES 


Head Office: Sixth and Spring Streets 
Los Angeles, California 
Telephone: MUtual 0211 


























INCOME TAX 


Sums to defend suit to set aside trust 
of which taxpayer was trustee not de- 
ductible. Taxpayer’s cousin inherited an 
estate of $200,000 in 1941 and persuaded 
taxpayer to manage estate for her. Trust 
instrument was drawn under which tax- 
payer was named trustee and remainder- 
man. There’ was no provision for re- 
vocation by grantor. In 1946, suit was 
brought in New Jersey by grantor’s next 
friend to set aside trust on ground of 
grantor’s incompetency, and fraud and 
undue influence on part of trustee and 
remainderman. Appellate court held that 
grantor was entitled to reconveyance of 
the trust property. Taxpayer paid $15,- 
000 in settlement of litigation and sur- 
charges. In 1946 he claimed deduction 
of $11,659 as cost of litigation and $17,- 
700 in 1947, representing $12,700 in 
settlement payments and $5,000 counsel 
fee. Commissioner disallowed deductions. 


HELD: Commissioner sustained. 
Amounts expended were not incurred in 
trade or business, since taxpayer was 
not in business of acting as_ trustee. 
Single instance of acting as trustee was 
too isolated and too incidental to be con- 
sidered trade or business. Nor were sums 
paid deductible as losses incurred in 
transaction entered into for profit with- 
in meaning of Code Section 23(e)(2) for 
taxpayer invested nothing and gave up 
nothing. Seidler v. Comm., 18 T.C., No. 
31, May 12, 1952. 


Dividends received in excess of amount 
paid for endowment policy taxable as 
ordinary income. Endowment policy pur- 
chased in June 1925 provided that com- 
pany would pay insured (the decedent) 
$10,000 on June 22, 1945 in considera- 
tion of annual premium of $568. Policy 
also provided that in event of perma- 
nent disability company would pay in- 
sured $100 per month and would waive 
premiums thereafter. Decedent became 
disabled in 1935. At maturity of con- 
tract company paid decedent $10,000 
representing face amount of policy and 
$1,648 consisting of accumulated divi- 
dends and interest. Commissioner in- 
cluded latter amount in decedent’s in- 
come in 1945. 


HELD: Commissioner sustained. The 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Tax Attorney. Newark, New Jersey 


$1,648 was taxable income, being noth- 
ing other than “accumulated mutual in- 
surance dividends and interest.” While 
“dividends” may be excluded from in- 
come as reduction of premiums, they 
become taxable when amount paid for 
policy has been fully recovered. Estate of 
Wong Wing Non v. Comm., 18 T.C. No. 
27, May 9, 1952. 


Deduction allowed for litigation ex- 
penses attributable to recovery of in- 
come. Amount allocable to recovery of 
capital not deductible. Taxpayer won 
suit to recover stock which belonged 
to her deceased father, court ordering 
corporation to pay taxpayer $61,000 in 
dividends declared and unpaid, together 
with interest. Taxpayer did not report 
dividends as income in 1946 income tax 
return but claimed deduction of $90,338 
as litigation expenses. She also subse- 
quently amended her petition to in- 
clude $84,107 paid for stock. Commis- 
sioner allowed $30,662 upon theory that 
it was “attributable to the recovery of 
income,” but disallowed remainder of 
deduction on ground that it was attri- 
butable to acquiring and perfecting title 
to stock. Commissioner also determined 
dividends constituted taxable income. 


HELD: (1) Deduction allowed for 
$50,345 as part of expense attributable 
to recovery of income. Balance of $124,- 
100 allocable to recovery of capital and 
not deductible. (2) $61,000 back divi- 
dends received constituted taxable in- 
come. Vincent v. Comm., 18 T.C. No. 20, 
May 21, 1952. 


Trust income not taxable to grantors. 
Taxpayers, three brothers who jointly 
owned all of their properties and busi- 
ness interests, decided to establish trusts 
for benefit of their children, nieces, 
nephews, and unmarried sisters, with an 
undivided interest in all properties owned 
by them, except their personal effects. 
They executed ten trusts on December 
30, 1935. Thereafter, all properties were 
operated by brothers and their wives, 
and trusts subsequently acquired an in- 
terest in partnerships in which brothers 
were interested. Commissioner included 
in income of brothers all of taxable in- 
come of trusts respectively created by 
them. 


HELD: Refund granted. Detailed 
books of account reflecting all activities 
in reference to all properties jointly 
owned by three brothers and their trusts 
and all of their joint activities were at 
all times kept so as to reflect all trans. 
actions. Moreover, books of account re. 
cognized interests of each trust in all 
transactions in proportions created by 
trust agreements. Trusts were valid and 
bona-fide members of partnerships. No 
justification for re-allocation of income 
existed. Mauritz v. Scofield, U.S.D.C.,| 
W.D. Tex., San Antonio Div., Apr. 28, 
1952. 


Contributions to trust created to pro- 
vide financial assistance to distressed em- 
ployees deductible. Taxpayer, corporation 
having approximately 800 employees, for 
many years followed policy of extend. 
ing financial aid to employees in finan- 
cial distress because of illness, injury or 
disability of employee 
or any member of immediate family. 
With advent of war taxpayer put into 
effect 
to its employees. Trust Agreement was 


other form of 


specific plan to give assistance 


submitted to Commissioner of Internal 
and, after 
amendments, was 
been recognized as tax-exempt organiza- 
tion under Section 101(8) of the Code. 
Commissioner took position that trust 
was primarily profit-sharing and pension 
plan, and that contributions in 1944, 
1945 and 1946, being subsequent to 1942 
amendment of Code Section 23(p), were 
deductible, if at all, only under that sec- 
tion. Taxpayer contended that trust was 
not pension or profit-sharing trust, but 
an exempt organization and plan oper- 
ated exclusively for charitable purposes. 


HELD: Contributions deductible to ex- 
tent they did not exceed 5% limitation 
on contributions to charitable purposes. 
Trust was organized and operated exclu- 
sively for charitable purposes during 
taxable years involved. Sole object of 
trust was to accept, hold, administer, 
invest, and disburse its funds for social 
welfare, a recognized charitable purpose. 


Revenue several suggested 


approved, and _ has 


Moss Tie Co. v. Comm., 18 T.C. No. 25, 


May 7, 1952. 
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ESTATE TAX 


Commissioner’s method of computing 
charitable deduction for estate tax pur- 
poses approved. Trust was created under 
which one Fannie Colton was to receive 
$5 per week for life; one Helen Sykes 
$13 per month for life; Sons of American 
Revolution $100 per year for ten years, 
and decedent’s wife was given life inter- 
est in remainder. Upon death of wife 
property was to become charitable trust. 
In computing value of charitable deduc- 
tion for estate tax purposes, executor 
valued each life interest and term inter- 
est by using annuity factors from Table 
A and subtracting sum of those values 
from total residuary estate at date of 
death. Commissioner, on other hand, 
computed valuation directly by applica- 
tion of proper reversion factor from 
Table A to residuary portion of estate. 
Commissioner’s computation resulted in 
charitable remainder of $27,000 less than 
that determined by executor. 


HELD: Method employed by Com- 
missioner correct; refund denied. Part 
of Government’s method to which ex- 
ecutor objected was use of four hypo- 
thetical trusts for purpose of computing 
present value of each interest created. 
While terms of will may have forbidden 
such treatment because all beneficiaries 
were to be paid from income of entire 
fund, for purpose of computation there 
was nothing objectionable in it. It was 
in no way intended as limitation or di- 
rection on trustees in administration of 
trust. Hartford National Bank v. Trust 
Co. v. Comm., U.S.D.C., Conn., Apr. 21, 
1952. 


Value of “G”’ bonds for estate tax pur- 
poses does not include amount for ac- 
crued interest to which taxpayer is not 
entitled. Decedent owned $325,000 in 
Series “G’’ United States savings bonds. 
Principal amount was included in Fed- 
eral estate tax return. Commissioner 
also included accrued interest of $2,142 
for period from interest payment date 
immediately preceding date of decedent’s 
death to date of his death. 


HELD: In 


Commissioner overruled. 








“Be through in a jiffy, Mr. Ferguson. 
Merely covering a few tracks.” 
Copyright 1952 Cartoons-of-the-Month 
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case of redemption of “G” bonds prior 
to maturity, interest thereon ceases on 
last day of interest period preceding 
date of redemption. Commissioner’s rul- 
ing to effect that in case of death an 
amount representing interest computed 
to date of death should be included in 
decedent’s gross estate, even though in- 
terest was not available at such date, 
was erroneous. At date of death dece- 
dent had no right to such interest until 
next interest payment date. Estate of 
King v. Comm., 18 T.C. No. 50, May 28, 
1952. 


Transfer made to ease marital difficul- 
ties not made in contemplation of death. 


To persuade wife to drop divorce pro- 
ceeding instituted in 1929, decedent 
agreed to create trust for her with part 
of expected inheritance, which he did 
in 1937. Wife was to receive life income, 
and up to $1,500 per year from princi- 
pal of $55,000 if deemed “necessary for 
her best interests.” After wife’s death, 
trust was to be divided among four 
children. Trust also provided that wife’s 
interest should cease upon donor’s death 
unless she filed disclaimer of all her 
dower and statutory rights in donor’s 
estate. Commissioner included value of 
trust property in decedent’s estate as 
having been transferred in contemplation 
of death. 

HELD: Transfer was not made in con- 
templation of death. Transfer was not 
made for the purpose of avoiding estate 
tax, nor as substitute for testamentary 
disposition of property, nor for any 
other motive associated with death. 
Rather, its purpose was partially to re- 
lieve strained marital relations by giv- 
ing wife some income of her own. Sec- 
ond object was to get wife to drop di- 
vorce action which was offensive to de- 
eedent and other members of his family. 
This purpose too, was associated with 
life rather than death. Estate of Lindsay 
v. Comm., T.C. Memo, May 21, 1952. 


Stock valued at two-thirds amount de- 
termined by commissioner. Taxpayer 
made gift in trust of 2,000 shares of 
bank stock. More than 80% of stock 
was closely held, there being approxi- 
mately 350 stockholders. Taxpayer and 
Commissioner stipulated thin market 
existed for stock and that it was not 
actively traded. Taxpayer reported gift 
on basis of $16.50 per share. Commis- 
sioner determined value was $30. 

HELD: Commissioner reversed; basis 
$20 per share. Two years before, 16,025 
shares of the bank’s capital stock were 
offered for sale. Despite efforts of the 
brokers, highest price bid was $16.50 
per share. Finally 10,025 shares were 
sold to parent corporation and remain- 
ing shares to taxpayer. Commissioner 
presented no expert testimony. Arthur J. 
Morris v. Comm., T.C. Memo, May 16, 
1952. 
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ANTIQUES, FURNITURE, 
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Home Office « Phoenix 


Thirty-two full-facility 
offices in 11 of Arizona’s 14 
counties — serving an area 
that embraces 90% of the 
state’s population — enable 
us to offer you state-wide 
service on all your fiduciary 
matters in Arizona. 


TRUST DEPT. HEADQUARTERS 
PHOENIX, ARIZONA 


VALLEY 
NATIONAL 
BANK 
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conveniently located 


banking offices. 
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Value of jewelry for gift tax purposes 
includes federal tax. Taxpayer in 1946 
made gift to daughter of diamond ring 
which she valued on her gift tax return 
at $50,000. In 1947 she made her an- 
other gift of diamond ring valued at 
$115,000 and diamond ear clips valued 
at $6,000. The 1946 gift was purchased 
by donor in 1941 for $45,000 plus ten 
per cent Federal Tax. The 1947 gifts 
were purchased that year for $200,000 
plus twenty per cent Federal tax. Com- 
missioner determined that value of gifts 
for respective years was $100,000 and 
$240,000. 


HELD: Value of 1946 gift $58,500; 
1947 gift $240,000. Value of jewelry for 
gift tax purposes includes excise tax paid 
by purchaser. Price which donor actually 
paid short time before making gift 
afforded best measure of value of gift. 
Thus 1947 gift was properly valued at 
$240,000. As to 1946 gift, evidence in- 
dicated that value of diamonds had risen 
twenty per cent from 1941 to date of gift. 
Therefore, true value for gift tax pur- 
poses was $54,000 plus tax of $4,500 on 
original value, or $58,500. Publicker v. 
Comm., T.C. Memo; May 26, 1952. 


BUREAU RULINGS 


Post review policy under bureau re- 
organization plan. Commissioner has is- 
sued mimeograph setting forth general 
policy of Bureau with respect to post 
review in Washington of field determin- 
ations of tax liabilities pursuant to the 
Reorganization Plan of Bureau. Objec- 
tive of post review operation will be to 
provide uniformity in the interpretation 
and application of the tax laws while 
according settlements made by the Di- 
rector of Internal Revenue as much fin- 
ality as is possible consistent with proper 
safeguards to protect interests of Gov- 
ernment. It will be Bureau’s policy that 
no case closed on the basis of an agree- 
ment will be returned for consideration 
by the Director unless the post review 
discloses a clearly defined misapplication 
of law, misrepresentation of material 
facts, or serious mistake in mathematical 
calculations resulting in a _ substantial 
change in tax liability. This post review 
procedure will be operative with respect 
to each District as such District is es- 
tablished. J. R. Mim. No. 5, May 15, 1952. 


Procedure for disposition of cases in 
conference status. Commissioner has an- 
nounced procedure for disposition of 
cases in conference status and cases in 
which 30 day letters have been issued 
by Internal Revenue Agents, prior to 
date Reorganization Plan No. 1 of 1952 
is put into effect in each District. As of 
time of establishment of each District, 
conference sections in Agent’s offices 
will be abolished, and, generally speak- 


ing, all functions vested in those sec- 
tions, all cases under jurisdiction of 
those sections, and all records, equip- 
ment and space presently assigned to 
those sections will be transferred to the 
Appellate Division of District. Appellate 
Division will not asume jurisdiction of 
cases in following categories: 

(1) Where statutory notice of defici- 
ency is required by present procedure, 

(2) Where agreement has been reach- 
ed with taxpayer which has been ap- 
proved by Chief Conferee; or 

(3) Any case in which no protest has 
been filed with an Internal Revenue 
Agent in charge, except one in which 
a protest filed with a Collector has been 
subject of a conference held by one of 
such conference sections. J. R. Circular 
No. 6, May 15, 1952. 


Procedure for informal conferences 
under reorganization plan No. 1 of 1952. 
Among rulings issued by Commissioner 
with respect to procedure to be followed 
under Bureau Reorganization Plan is one 
providing for informal conferences. Or- 
iginal examination of income, profits, 
estate, gift, excise and employment tax 
liability will be primary function of in- 
ternal revenue agents assigned as ex- 
amining officers in audit branch of 
office of each Director of Internal Reve- 
nue. Such agents will be organized in 
groups, each of which will be under 
immediate supervision of group chief 
designated by Director. In addition to 
his general supervisory responsibilities 
each group chief may act in capacity of 
conferee. 

At conclusion of his examination in- 
ternal revenue agent will discuss his 
findings with taxpayer and will give tax- 
payer opportunity to agree and execute 
appropriate agreement form. If tax- 
payer does not agree, agent will inform 
taxpayer of his right to an informal 
conference. Such informal conference 
will be conducted by the group chief, or 
by such other qualified employee as may 
be designated, with examining officer 
present. J. R. Mim. No. 6, May 15, 1952. 


New valuation tables for estate and 
gift tax. New tables for use in valuation 
of annuities, life estates, remainders 
and reversions have been promulgated. 
In the case of decedents dying after De- 
cember 31, 1951, annuities, life estates, 
remainders and reversions will be valued 
on the basis of a 34%% yield instead of 
4%. The former 4% rate will still be 
used with respect to estates of decedents 
dying before January 1, 1952. Valuation 
tables are based on the United States 
Life Tables with interest at 342% and 
reflect the life expectancies indicated 
from the 1940 census. T.D. 5902. 

Similar changes are made as to gift 
tax with respect to gifts made after 
December 31, 1951. T.D. 5906. 
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RECENT FIDUCIARY DECISIONS 


COMPENSATION — Flat Percentage 
Fee for Executor Rejected by 
Court 


Ontario—Supreme Court, Appellate Division 
B'state of Joseph E. Atkinson, decided June 26, 
1952. 

The Public Trustee of Ontario appeal- 
ed from an order of the Surrogate Court 
of the County of York granting com- 
pensation of $375,000 to the executor and 
allowing in the executor’s accounts the 
sum of $60,000 paid to the respondent 
Stark for legal services rendered to the 
estate. Stark’s account, captioned “Ser- 
vices from May 8th, 1948 to March 15th, 
1951,”’ gave under four specific titles a 
terse statement purporting to describe the 
services rendered in connection with 
“Application for Letters Probate,” “Do- 
minion and Ontario Succession Duties,” 
“Acquisition of Minority Shares,” “‘Char- 
itable Gifts Act” and “General Services.” 
A lump fee was claimed covering all of 
such services. The executor computed its 
compensation on the basis of 3% of the 
probate value and 5% on the revenue for 
the period of the account, May 8, 1948, 
to April 8, 1951. 


HELD: Appeal allowed. Stark’s bill 
as rendered is not in compliance with 
section 32, subsection 3 of The Solicitors 
Act in that it does not contain a reason- 
able statement or description of the ser- 
vices for which the fee is demanded. 
Leave, therefore, should be given to the 
respondent Stark to deliver a further 
bill in extended form. 

Whatever practice, if any, may have 
developed with regard to the application 
of arbitrary or “customary” percentages, 
the. guiding principle of compensa- 
tion as set out in Section 60, subsection 
3 of The Trustee Act must never be lost 
sight of; namely: “The judge of a sur- 
rogate court, in passing the accounts 
of a trustee or of a personal representa- 
tive or guardian, may from time to time 
allow to him a fair and reasonable al- 
lowance for his care, pains and trouble, 
and his time expended in or about the 
estate.” If these statutory provisions are 
properly borne in mind, then in many 
instances the proper compensation may 
well be refiected by the allowance of per- 
centages but the particular percentages 
applied or any percentages, are not to be 
regarded as of paramount importance, 
but only as a rough guide to assist in 
the computation of what may be con- 
sidered a fair and reasonable allowance. 
In some estates, perhaps in many, no 
fairer method can be employed in esti- 
mating compensation than by the appli- 
cation of percentages. In others, while 
percentages may be of assistance, it 
would be manifestly unreasonable to ap- 
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ply them slavishly. Depending upon the 
idiosyncrasies of the particular estate, 
the care, pains and trouble and time 
expended may be disproportionate to the 
actual size of the estate. 


The assets of this estate included 
16,570 shares of Toronto Star Limited 
(the Newspaper Publishing Company) 
and of Toronto Star Realty Limited, con- 
stituting over 80% of the issued shares 
of each of the two companies. The total 
value of the estate was $12,200,000 of 
which these shares represented $10,055,- 
000 and life insurance (25 policies) 
$2,000,000. The executor in the main 
realized upon everything except the 
shares in the Star Companies. It made 
investments of approximately $1,400,000. 
For probate and Succession Duty, it 
was necessary to value all assets in- 
cluding the shares of the two Star Com- 
panies, an important and difficult duty 
discharged with scrupulous care and effi- 
ciency. The valuation of $400 a unit was 
challenged by the Ontario Succession 
Duty Authorities and the executor agreed 
on a compromise figure of approximately 
$600, which was then carried on the books 
of the executor as the probate value. 
This is illustrative of the fallacy of 
adhering to a fixed percentage of probate 
values in determining the executor’s com- 
pensation, for by a stroke of the pen, 
as it were, the executor’s compensation 
was increased by something in excess of 
$100,000. 

A fair and reasonable allowance to 
the executor for its care, pains and 
trouble would be $149,125, computed on 
the basis of 1% on large capital receipts 
comprising proceeds of insurance pol- 
icies and the bank account; 2% on the 
balance of capital receipts; 1% on large 
capital disbursements comprising Suc- 
cession Duty payments, payments of 12 
legacies, none under $5,000, and payment 
to the respondent Stark; 2% on other 
capital disbursements; and 5% on rev- 
enue receipts; plus an additional allow- 


ance of $93,000 with respect to invest- 
ments, valuations of Star Companies’ 
shares, Charitable Gifts Act problems, 
duties discharged in connection with the 
Star Companies, miscellaneous special 
service and handing over of assets. In 
the circumstances all parties should have 
their costs out of the estate; those of the 
respondent executor as between solicitor 
and client. 


CONFLICT OF LAws — Oral Contract 
Not to Alter Will Governed by Law 
of Domicile 


New York—Appellate Division, First Dept. 


Rubin v. Irving Trust Co., N.Y.L.J., June 13, 
1952. 


The decedent bequeathed all of his 
stock in a close corporation to one of 
his brothers. Under a later will the stock 
passed to other members of the decedent’s 
family, unless the brother exercised an 
option to purchase it. After the latter 
will was probated, the brother brought 
an action for specific performance of 
an oral agreement by the decedent not 
to alter the will, which would have given 
the brother all of the stock. The agree- 
ment was made in Florida and the de- 
cedent died there. The will was pro- 
bated in New York. 


The defendants moved for summary 
judgment dismissing the brother’s com- 
plaint. They claimed that the oral agree- 
ment violated the provisions of a New 
York statute (Personal Property Law, 
Section 31 subdiv. 7) which requires that 
a contract to bequeath property or to 
make a testamentary provision of any 
kind must be written. The brother claim- 
ed that Florida law governed and that 
the oral agreement was valid in that 
State. 

HELD: Summary judgment granted. 
The record established that the decedent 
was domiciled in New York; and the 
law of that State governs his agreement 
though the agreement was made in 
Florida. 
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DISTRIBUTION — Private Contract of 
Adoption Insufficient to Confer 
Rights of Pretermitted Child Upon 
Illegitimate Son of Testator 


Tennessee—Court of Appeals (Eastern Section) 
Couch v. Couch, 248 S.W. (2d) 327. 


Complainant, the illegitimate son of 
testator, was born in 1910. In 1926 
testator executed his will, making no pre- 
vision for complainant. In 1929 testator, 
with consent of complainant’s mother, ex- 
ecuted in Georgia a “Contract of Adop- 
tion,” stating that he adopted the com- 
plainant and that “said child will inherit 
from my estate or estates, in whole or 
in part, as any other son or child. . .” 
Testator died in 1947, and after his 
will was probated, complainant claimed 
the rights of a pretermitted child in his 
estate. The Chancellor dismissed the bill. 


HELD: Affirmed. While an adopted 
child is entitled to claim as a pretermit- 
ted child against the will of the adop- 
tive parent, just as a natural child may 
do, nevertheless there must be a legal 
adoption before this right arises. In the 
instant case, testator made no attempt 
to comply with the adoption laws of 
either Georgia or Teenessee, but, in order 
to avoid publicity, merely made a private 
agreement. Such agreement was insuf- 
ficient to confer upon complainant the 
status of an adopted child. There was 
no express agreement by testator to 
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leave a portion of his estate to complain- 
ant. 


Had he died intestate, complainant 
would probably be entitled to specific per- 
formance of the promise that he should 
inherit as a natural child. But there was 
nothing in the contract giving complain- 
ant a vested interest in the estate. The 
agreement as to how complainant should 
inherit was a mere description of the 
effect of the intended adoption and is no 
more effective to guarantee a share in 
the estate to complainant than would a 
similar recital in a decree of adoption. 


INSURANCE — Life — Agreement for 
Disposition of Proceeds of Matured 
Endowment Policy Did Not Vio- 
late Statute of Wills 


Washington—Supreme Court 

Toulouse v. New York Life Insurance Co., 140 

Wash. Dec. 501. 

In 1923 the insurance company wrote 
a twenty-year endowment policy with 
Robert Sherlock as the insured. The bene- 
ficiaries named in the policy when it ma- 
tured in 1943 were Sherlock’s four 


19 


nieces and a nephew. However, Sherlock 
was alive on the maturity date and be. 
came entitled to the proceeds. Shortly 
after the policy matured, Sherlock wrote 
a letter to the company requesting that 
$6,000 of the proceeds be left with the 
company under “Option 1,” and that his 
four nieces and nephew each have a one- 
fifth interest in any amount remaining 
with the company at his death. After 
a statement of options 1, 2 and 3, the 
policy provided: 

“In the event of the death of a payee any 
unpaid sum left with the Company under 
Option 1 shall be paid in one sum; any unpaid 
instalments payable under Option 2, or any 
instalments for the fixed period of twenty years 
only under Option 3 which shall not then have 
been paid, shall be commuted at three per cent 
compound interest, and unless otherwise agreed 
in writing shall be paid in one sum to the 
executors or administrators of such payee.”’ 
Pursuant to Sherlock’s election, the 

company issued him a Supplementary 
Contract, by which it acknowledged it 
was holding $6,000 of the proceeds of 
the policy and agreeing to pay not less 
than 3% interest and to pay said sum 
with interest to Sherlock on demand in 
sums of not less than $100 each, and to 
pay the balance, if any, remaining on 
Sherlock’s death to his four nieces and 
his nephew. Sherlock made no withdraw- 
als, and the accumulated funds in the 
hands of the company at his death in 
1950 amounted to more than $7,000. 
The executor of Sherlock’s estate 
brought this action to recover that fund 
from the company, contending that the 
agreement to distribute to Sherlock’s 
nieces and nephew was void as an at- 
tempted testamentary disposition in vio- 
lation of the Statute of Wills. The Trial 
Court found in favor of the beneficiaries. 
HELD: Affirmed (by a five to four 
decision). The supplementary insurance 
contract flows from, and is the result 
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of the exercise of, Option 1 contained 
in the insurance policy. The  supple- 
mentary insurance contract, like the 
original contract of insurance, consti- 
tutes a valid third-party donee-bene- 
ficiary contract and is not a testamentary 


disposition. The fact that the death of 


one of the parties to the contract is desig- 
nated as a contingency upon which a 
promise to deliver property to a third- 
party donee-beneficiary turns, is not 
alone sufficient to make such a contract 
a testamentary disposition and subject 
it to the statute of wills. The right of 
the beneficiaries is upon a 
tractual obligation, and not on any inter- 
est in the property of the decedent. 


based con- 


INSURANCE TRUSTS — Business —-As- 
signee of Policies Need Not Have 
Insurable Interest 


Missouri— Supreme Court, Div. 1 


Mickelberry’s Food Products v. Haeussermann, 

247 S.W. (2d) 731. 

While defendants officers and 
principal stockholders of a corporation, 
two trusts were entered into 
“by and between all persons, firms, part- 


were 
insurance 
nerships and corporations who are or 


may be the common. stock- 
holders” of the corporation and “their 


registered 


successors and assigns,” as parties of the 
first part, and defendants, as trustees, as 
parties of the second part. It was pro- 
vided that the stockholders would advance 
funds to purchase insurance on the 
lives of defendants. Upon the death of 
the insureds the net proceeds of the pol- 
should be distributed “free from 
trust to the common stockholders’ of 
record on the date of the death of 
the insured,” and that: 


icles 


“In the event that the majority of the bene- 
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ficiaries of this trust, who are the common 
stockholders of Laclede Packing Company, 
should at any time desire to liquidate this trust 
they may do so and hereby reserve the right to 
so do by serving written notice of their desire 
on the Trustee hereof, whereupon the Trustee 
shall *** notify the various insurance compa- 
nies *** to cancel policies and *** he shall 
make a pro rata distribution free from trust of 
all such amounts recovered to the stockholders 
of record of Laclede Packing Company as of 
the date of the service of notice to terminate 
this trust ***.”’ 


Plaintiffs purchased all the stock of 
the corporation, whereupon defendants 
resigned as officers. No express assign- 
ments were made relative to the insur- 
ance trusts. Plaintiffs demanded of de- 
fendants the cash surrender value of the 
policies, and, upon defendants’ refusal, 
brought this suit. The trial court found 
the issues in favor of defendants on the 
theory that plaintiffs never had and did 
not acquire an insurable interest in the 
lives of the insureds. 


HELD: Reversed with directions to 
enter judgment for plaintiffs. An insur- 
able interest by the assignee of a policy 
of life insurance is not essential to the 
validity of the assignment if the party 
to whom it was issued in good faith had 
an insurable interest, and if the assign- 
ment was in good faith and not made to 
cover up a gambling transaction. The 
trust instruments were unambiguous in 
designating the stockholders of record on 
the date of the notices to terminate, as 
the beneficiaries entitled to distribution 
of the proceeds. The benefits accruing 
under the trust agreements passed to 
plaintiffs as an incident of the purchase 
of the stock; an express assignment was 
not necessary. It was immaterial whether 
there was a mutual intent to transfer, 
because the original parties to the agree- 
ments expressly declared that the bene- 
fits therein provided extended to and be- 


came vested in their successors. 
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JURISDICTION — Two Administra- 
tions Recognized 


Arizona—Supreme Court 
Valley National Bank v. Siebrand, 243 Pac. 


(2d) 771. 

John J. Siebrand died while tempor- 
arily in Idaho, leaving certain personal 
property there. Letters of Special Ad- 
ministration were issued in his estate in 
Minnesota, upon a showing that decedent 
was a resident there. Following the qual- 
ification of the administrator, a sale of 
the Idaho assets was made to the de- 
fendants. Later a petition was filed in 
Arizona for Letters of Administration 
claiming there was personal property 
located in Arizona and that deceased was 
a legal resident of Arizona. Following its 
appointment as administrator, plaintiff 
filed a replevin suit against defendants 
to recover the property which deceased 
left in Idaho. The trial court found for 
the defendants, determining that deceased 
was a legal resident of Minnesota. 

HELD: In a case of dual administra- 
tion such as this, both administrations 
may be recognized. The rule of dominant 
policy of the forum, which is used to 
protect local creditors and distributees, 
while recognized by this court has no 
place in this decision, as the petitioner 
was in fact only the common law second 
wife of deceased and not a creditor. For 
that reason Arizona should give full 
faith and credit to the judgment orders 
of the Minnesota court. 
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JURISDICTION — Treaties — United 
Nations Charter Does Not Affect 
Alien Land Law — Statute Vio- 
lates Equal Protection Clause 


California—Supreme Court 


Fujii v. State of California, 38 A.C. 817, Apr. 
17, 1952. 


The District Court of Appeal held (217 
P. 2d 481) that the California Alien 
Land Law was superseded by Articles 
1, 55 and 56 of the United Nations Char- 
ter. The California Alien Land Law, 
though permitting occupation and culti- 
vation of lands by aliens ineligible to 
citizenship, forbids their ownership of 
real property and provides for an escheat 
where real property is acquired in vio- 
lation of the Act. On appeal, it was 

HELD: A treaty does not automatical- 
ly supersede local laws inconsistent with 
it unless the treaty is self-executing. 
The provisions of the United Nations 
Charter referred to are not self-execut- 
ing, and consequently do not supersede 
or affect local laws. The provisions of 
the Alien Land Law were therefore not 
affected. However, the Alien Land Law 
violates the due process and equal pro- 
tection clauses of the 14th Amendment 
and is therefore invalid. 


Livinc Trusts — Irrevocable Trust 
May Be Revoked Where Rever- 
sionary Interest Retained 


Arizona—Supreme Court 
Dreyer v. Lange, 243 Pac. (2d) 468. 
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This was an action to terminate a 
trust which provided among other things: 
“This trust shall be considered to be 
irrevocable,” the trustor, however, re- 
serving “*** the right to designate the 
beneficiaries under this trust who are 
to receive the balance of the estate, if 
any, after the decease of myself and my 
father, either by will or other suitable 
instrument in writing,” and in the ab- 
sence of such designation, said estate 
“*** shall go to my heirs in equal shares 
on the Dreyer side of my family.” 

HELD: Where trustor expressly re- 
serves the right to designate beneficiaries 
of trust estate after his death and in ab- 
sence of such designation his heirs take, 
this amounts to a reservation of a re- 
versionary interest in the trustor, and 
does not create a contingent remainder 
in trustor’s heirs nor vest an alienable 
estate in them. Therefore, since their 
interest was subject to defeat either by 
deed or will, the trust was revocable, 
even though declared to be irrevocable. 


PoweErRs — Limitations — Trustee’s 
Power of Sale Continues after Ter- 
mination of Trust 


Illinois—Supreme Court 
Breen v. Breen, 103 N.E. (2d) 625. 


On February 1, 1927, an apartment 
building was conveyed in trust pursuant 
to an agreement whereby the trustee was 
to manage it under the direction of the 
four beneficiaries and distribute one- 
fourth of the earnings and proceeds to 
each of them. The right of each bene- 
ficiary to receive rentals and proceeds 
was to be deemed personal property and 
no beneficiary was to have any right, title 
or interest in the real estate. Any proper- 
ty remaining in the trust twenty years 
after its creation was to be sold and the 
proceeds were to be distributed. 


Ten months after the expiration of 
the twenty-year trust period the real 
estate had not been sold and three of 
the beneficiaries brought a suit seeking 
partition. The plaintiff beneficiaries con- 
tended the trustee’s powers ceased at the 
end of the twenty-year period, thereafter 





each beneficiary had an equitable interest 
in the real estate and therefore they 
were entitled to partition. 


HELD: The beneficiaries did not ac. 
quire an interest in the land at the end 
of the twenty-year period and conse. 
quently were not entitled to partition, 
The trust agreement expressly provided 
the beneficiaries had an interest in earn- 
ings and proceeds only and not in the 
real estate. The trust was still active 
at the time the suit was brought although 
the time had arrived for winding it up 
and making distribution. 


A trustee authorized to sell property 
for the purpose of distributing the pro- 
ceeds on the termination of the trust 
can sell it after the time for termination 
has arrived. The trustee’s power of sale 
then becomes imperative. Equity will give 
a trustee a reasonable time to perform 
his required duties. Failure to sell im- 
mediately after the termination date did 
not work a reconversion so as to give the 
beneficiaries an equitable interest in the 
real estate and hence a right to parti- 
tion. 


TAXATION — Estate & Inheritance — 
Exemption for Bequests for Masses 
Limited 

Wisconsin—Supreme Court F 
Estate of Miller: State v. Naze, 261 Wis. 534. 


Mrs. Miller bequeathed sums in excess 
of $1,000 “for Masses for myself, hus- 
band, and deceased relatives.’”’ The Wis- 
consin inheritance tax statute exempts 
from tax transfers to religious organiza- 
tions, but further provides, in Section 
72.04(7) that “bequests not to exceed one 
thousand dollars for the performance of 
a religious service for or in behalf of the 
deceased or for or in behalf of any per- 
son named in his will, shall be ex- 
empt from any inheritance tax.” The 
executor objected to a tax levied on the 
amounts over $1,000 in these bequests, 
claiming that the bequests were wholly 
exempt under the provisions relating to 
religious bequests generally. 


HELD: The amount of a bequest for 
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Masses in excess of $1,000 is subject to 
inheritance tax since the specific. refer- 
ence to this type of bequest in Section 
72.04(7) is controlling over the general 
provisions for religious bequests. 


TAXATION — Estate & Inheritance — 
Statute Taxing Transfer of Jointly 
Held Property Regardless of Con- 
tribution is Constitutional 


Wisconsin—Supreme Court 
Estate of Atkinson v. Department of Taxation, 


261 Wis. 481. 

Decedent was the joint tenant, with 
her husband, of certain real estate and 
government bonds. The husband claimed 
that he had paid the. entire purchase 
price of this property, that the property 
had remained in his custody and control, 
and that he had made no gift of any 
interest therein to his wife. He contended 
that the section of the Wisconsin statutes 
which made the termination of a joint 
tenancy a transfer of one-half of the 
property without regard to proof of the 
true facts of ownership is unconstitu- 
tional in that it does not afford due pro- 
cess in the determination of inheritance 
tax. 

HELD: Testimony of the husband re- 
garding purchase and control of the 
property jointly held was immaterial in 
view of the clear wording of the statute 
that whenever property is held jointly 
the death of one joint tenant results in 
a taxable transfer of his interest to the 
survivor. Since the husband directed the 
property transferred to his wife 
and himself jointly, he is now estopped 
from denying the consequences of this 
joint holding. 


to be 


TAXATION — Estate & Inheritance — 
Tax Prorated Only Against Tax- 
able Legacies 


Pennsylvania—Supreme Court 
Wahr Estate, 370 Pa. 382. 


Testatrix divided her residuary estate 
into twelve equal shares for individuals, 
religious, charitable and educational in- 
stitutions. The Federal estate tax of 
about $483,000 was paid by the executor. 
The Pennsylvania transfer inheritance 
tax, payable by the beneficiaries, was 
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also paid, in the amount of $285,000. The 
gifts to the religious, charitable and edu- 
cational institutions were exempt from 
the Federal estate tax and did not con- 
tribute to the burden of that tax. The 
lower court ruled that the estate tax 
should be prorated only among those 
beneficiaries whose legacies contributed 
to the creation of the tax, the effect of 
which was to reduce the individual shares 
considerably. 

HELD: Affirmed. The purpose of the 
Proration Act of 1937 (20 PS 844) was 
to achieve equality of tax contribution 
and to relieve distributees from inequal- 
ities which may result from the imposi- 
tion of the Federal estate tax. The ruling 
of the Court below was founded on the 
equitable ground that gifts which did 
not contribute to the tax should not 
share the proration liability. The refer- 
ence in the will to equal division of as- 
sets does not necessarily mean an equal 
tax burden. 


WILLs — Construction — Interpreta- 
tion of Clause Providing for Dis- 
tribution if Trustee Should be Un- 
able to Distribute to German Na- 
tionals 


Massachusetts—Supreme Judicial Court 
Harvard Trust Co. v. Attorney General of 


United States, 1952 A.S. 625; May 29, 1952. 

Petition by a trustee for distribution 
of trust fund on the death of the life 
tenant. Testatrix, of German descent but 
an American citizen, made her will in 
1933 which created a trust for the bene- 
fit of a niece, Erna, a German national 
residing in Germany..On her death the 
principal was to be divided among three 
nieces, Philipina, Gertrude and Clara. 
The first two were German nationals. 
Clara resided here and was a United 
States citizen. The will provided that if 
any of the nieces died “prior to a distri- 
bution of my trust property” her share 
should go to her issue. 

Erna died in 1946, but a long time 
elapsed before her death could be estab- 
lished. All three nieces died before dis- 
tribution, leaving issue. In each case the 
issue had the same residence and nation- 
ality as the mother. There was also an- 







other nephew, Frederick, an American 
citizen residing here, who was one of the 
legal heirs of the testatrix. 

The will also provided that “If there 
is any portion of the Trust Property 
which the Trustee is unable to distribute 
as hereinbefore provided I direct and 
charge the Trustee when such inability 
is established to distribute such portion 
of the Trust Property to my then heirs- 
at-law, the division to be by right of 
representation.” 

The Alien Property Custodian claimed 
the % of the trust fund which was due 
to be distributed to the German issue 
of the first two nieces above named. The 
probate judge ruled that the Trustee 
was “unable to distribute” the %4 within 
the meaning of the will. Therefore their 
shares went to the legal heirs of the 
testatrix. There were four groups or 
“stirps” in the inheritance, two of whon: 
were the German issue of Philipina and 
Gertrude, while the other two were 
United States citizens. Accordingly the 
judge decreed that the %4 should go half 
to the Alien Property Custodian and the 
other half to the American heirs. The 
Attorney General claimed that he was 
entitled to the whole of the #4. The Amer- 
ican heirs claimed the whole on _ the 
ground that the words “unable to dis- 
tribute” should also apply to the distri- 
bution among the heirs, so that they 
would take all. 


HELD: Decree affirmed. The “unable 
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to distribute” clause applied. The testa- 
trix had lived through the first World 
War, and may well have had in mind 
that something might prevent the dis- 
tribution to her German nieces. The 
clause could not be made to apply to the 
gift to the heirs, however, because the 
testatrix did not impose this restriction 
on it, and the court could not supply it. 


Costs and expenses were awarded by 
the probate court to the attorneys for 
the American heirs, but refused as to 
the Attorney General, on the ground 
that he was a public officer obligated to 
protect the public and his efforts did 
not benefit the estate. The full court 
approved this and denied the motion of 
the Attorney General for costs and ex- 
penses of the appeal. 


WILLS — Construction — Reverter 
Passes under Residuary Clause 


Illinois—Supreme Court 
Dalton v. Eash, 103 N.E. (2d) 483. 


The residuary clause of testator’s will 
gave “all my real and personal property 
not heretofore specified, that I should be 
seized of at the time of my death the 
proceeds of same” in trust “interest and 
proceeds of same to be paid annually” to 
his son during his life. After the death 
of the testator’s son the trust property 
was to be “paid” to the son’s children in 
equal shares. Prior to his death the 
testator conveyed certain real estate to 
a daughter for life, remainder to her 
children, or if all of her children should 
predecease her, remainder to her sur- 
viving brothers and sisters. 

After the testator’s death his daughter 
died without leaving any surviving chil- 
dren, brothers or sisters. In a suit to 
zonstrue the residuary clause of the will, 
the issue was whether the testator’s re- 
version in the said real estate passed 
under the residuary clause of his will or 
passed to his heirs as intestate property. 
The heirs contended (a) the testator was 
not “seized” of the real estate at the 
time of his death, (b) the words “pro- 
ceeds of same” in the residuary clause 
could not include the reversion since a 
life estate was outstanding at the testa- 
tor’s death, and (c) the word “paid” was 
inappropriate to describe a distribution 
of real estate at the son’s death. 

HELD: The contention of the heirs 
could not be sustained. Although tech- 
nically one is not seized of an estate un- 
less he has the right to immediate pos- 
session and in that sense there can be 
no seisin of a reversionary interest, still 
it is clear from the context testator did 
not intend to use the term “seized” in its 
literal sense. The term generally is ap- 
plicable only to real estate and yet both 
real and personal property were disposed 
of by the residuary clause. 


The fact that the word “proceeds” is 
used to describe the gift in trust or that 
the word “paid” was used in the direction 
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to distribute the residuary trust property 
at the son’s death is not decisive. Words 
and phrases will not be technically con- 
strued to defeat the testator’s intent as 
disclosed by reading the instrument as 
a whole. A testator is presumed to in- 
tend:-the residuary clause to include that 
part of his estate not otherwise disposed 
of and in the absence of intent expressed 
to the contrary it should be construed to 
prevent intestacy. No intention is dis- 
closed to exclude the reversion from the 
property passing under the residuary 
clause. 


WILLs — Prebate — Duplicate Car- 
bon Counterpart of Will Probated 


New York—Appellate Division, First Dept. 
Estate of Mittelstaedt, N.Y.L.J., May 15, 1952. 


Both the ribbon copy and a duplicate 
carbon counterpart of the will were exe- 








cuted. After the testator’s death the rib. 
bon copy could not be found, and the 
carbon counterpart was offered for pro- 
bate. There was evidence that both coun. 
terparts had been delivered to the testa. 
tor and that she had kept the carbon 
counterpart in her own possession for 28 
years. The jury found that the testator 
had not destroyed the ribbon copy with 
the intention of revoking the will. The 
Surrogate set aside the verdict, and de- 
nied probate, upon the ground that 
where a will is executed in duplicate both 
counterparts must be produced for pro- 
bate. 

HELD: Reversed. The rule relied on 
by the Surrogate does not apply in all 
its vigor when both counterparts were 
originally in the possession of the testator 
and one of them remained in her pos- 
session for many years and was found 
among her effects at death. 
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